COUNCILMEMBER DONNA FRYE
City of San Diego

MEMORANDUM
DATE: June 11, 2009
TO: Jan Goldsmith, City Attorney
w;{l:ﬁ%ré‘
FROM: Councilmember Donna Frye

SUBJECT: Redevelopment Area CDBG Loans

After reading a June 10, 2009, Voice of San Diego article by Will Carless, it has come to my
attention that a number of the city’s redevelopment areas may not have the ability to pay
back the CDBG loans provided to them over the years by the city. This situation greatly
concerns me and I feel it is my duty to disclose any pertinent information I have regarding
this matter. As such, please see my attached memoranda from 2007 and responses received
from then SEDC President, Carolyn Smith. If there is any other information I can provide
on this issue, which should be disclosed to investors with the City of San Diego or to HUD,
please do net hesitate to contact me.

Thank you for your attention to this matter. Your timely response is greatly appreciated.

CC: Honorable Mayor and Councilmembers
Andrea Tevlin, Independent Budget Analyst
Staniey Keller, Independent Monitor
Bisclosure Counsel

DE/ks



COUNCILMEMBER DONNA FRYE
City of San Diego

Sixth District
MLM()RANDI M
DATE: May 14, 2007
TO: Mayor Jerry Sanders

City Attorney Michael Aguirre
Deputy City Attorney for Disclosure, Mark Blake
CFO/City Auditor (Unofficial), Jay Geidstone

W
FROM;: Councilmember Donna Frye ){%ﬂmﬂé\*ﬁ@ W

SUBJECT: Issuance of 2007 Tax Ailocaiwn Bends

On Tuesday, May 15, 2007 the City Council docket includes Item Number 331, which is
the “Approval of the Issuance of 2007 Tax Allocation Bonds, Notes or Loans in the Total
Amount of $42,000,000 to Finance and Refinance Portions of Costs of Three
Redevelopment Projects.” In addition, on the May 15, 2007 Redevelopment Agency
docket there is a companion item, which is Item Number 2. Following are some of my
initial questions.

The Independent Budget Analyst’s (IBA) Report Number 07-51 indicates that the
Disciosure Practices Working Group (DPWG) has reviewed the form and content
of the documents and materiais prepared, issued, or distributed in connection with
the City’s disclosure obligations relating to this Bond Offering such as the
Preliminary Official Statement (POS). Is there a copy of the DPWG signed
certificate in the materials provided to the City Council?

The Southeastern Economic Development Corporation (SEDC) does not have
current audited annual financial reports, nor andited financial reports for FY
2002-2003 through 2004-2005. When was the last fiscal year that SEDC and the
Redevelopment Agency had an audited financial report, and who issued the
independent auditors” opinion?

Given the fact that there are no audited financial reports, what specific procedures
were followed to ensure that the financial information is accurate and not
misleading?

Has the SEDC Board of Directors issued a signed certification attesting that the
financia statements are accurate?



Cc:

10.

What financial internal controls are in place at SEDC, the Redevelopment
Agency, and the City of San Diego to ensure that the financial information being
provided in the POS can be relied upon?

What is the total amount of debt SEDC owes to the City of San Diego and what, if
any is the repayment schedule? Where is the debt owed to the City disclosed?

Much of the information on page 6 of the POS (Certain Investigations Regarding
the City) is outdated. For example, according to a letter from KPMG, dated May
3, 2007, 1t states that KPMG's engagement is completed whereas the information
provided on page 6 states otherwise. I have taken note that there is a bracketed
statement (to be updated — M. Blake), however, the City Council must be
provided with all updated information in advance of any proposed action.

There are many blank pages and/or incomplete information on pages throughout
the documents provided to the City Council for review. Please provide an
explanation for all such pages and also when the missing information will be
provided.

Was the City Attorney’s investigation of SEDC disclosed? What corrective
actions has SEDC taken to ensure such problems do not occur in the future?
Have the issues pointed out in the report been corrected?

The IBA’s Report Number 07-51 also indicates that the Redevelopment Agency
met with Moody’s Ratings recently, and expects to receive a rating by May 18,
2007. The City Council should have that information before voting on this bond
issuance.

City Councilmembers

Andrea Tevlin, IBA

Greg Levin, Deputy Comptroller
Stanley Keller, Independent Consultant

2



RECEIVED

MAY 2 5 aow
COLNCIMEmRER Southeastern
T e Ecenomic
Development
Memorandum Comporation
T610.527.7345
Date: May 24, 2007 F 619.262.9845
W SEOCAL LOn
To: Councll President and Members of the City Council
From: Carclyn Y. Smith, President W’/
Subject: Response to Councitmember Donna Frye’s Memorandum Dated May 14, 2007 -

Issuance of SEDC's 2007 Tax Allocation Bonds

This memorandum is in response to the memorandum prepared by Councilmember Donna Frye dated May 14,
2007 regarding the Southeastern Economic Development Corporation's (SEDC) proposed 2007 Tax Allocation
Bond {TAB) issue. The following are responses to the specific questions raised in the memorandum with
respest to the bond issus;

1. Is there a copy of the DPWG signed certificate in the materials provided to the Council?

Yes, a copy of the DPWG signed certificate was Included in the materials provided fo the City Council
and it is attached as Exhibit B 10 the memorandum of the City Attorney dated May 9, 2007, to the City
Councii regarding its Due Diligance and Disciosure Chligations Under Federal Securities Laws.

2 When was the last fiscal year that SEDC and the Redevelopment Agency had an audited
financial report, and who issued the independent auditor’s opinion?

sEDLC's fast corporate audited financial report was fiscal vears ended June 30, 2006 and 2005. The
iIndependent auditors” opinior was issued by Macias Gini & O'Connell LLP (Macias) on August 28,
2008, For the fiscal years ended June 30, 2005 and 2004, the opinjon for these raports were issued by
Macias and was issued on October 28, 2005,
Additionally, the audited financial reparts for fiscal years ended June 30, 2004 and 2003, as well s for
; the year ended June 30, 2003 were completed and the independent auditor's opinion was issued oy .
g?f Caparicel & Larson Cerified Public ARoutErs

m«(w’

Pz uowm*;,

The Annual Financial Report for all projects of the Redevelopment Agency of the City of San Diego and
the City's financial statements for the fiscal year ended June 30, 2003, were submitted 1o the City
Council for review and filing. it is SEDC's understanding that Macias has been retained to perform an
audit and render an opinion on the financial statements of the City are for the fiscal years ended June
30, 2004 through June 30, 2007.

4393 Imperial Avenue = Suite 200 = San Diego, Califoria 92113



Council President and Members of the City Council
Response to Counciimember Donna Frye

May 24, 2007

Page 2 of 4

3 Given the fact that there are no audifed financial reports, what specific procedures were
followed to ensure that the financial information is accurate and nof misleading?

The primary disclosure in the Prefiminary Official Statement (POS) is based on the Report of the Fiscal
Consultant and is not of the type of financial information that is audited by an independent auditor. The
following table is a fist of the financial information and how it was oblained.

Financial iInformation

The Amount of Mount Hope Bends to remain
outstanding after issuance of the 2007
Bonds

Table 1- Tax Increment Received to Date

The Statutory Pass-Through Payment
Amounts for Fiscal Year 2006-07

Pass—Thrdz}gh Agree‘men't 'p'ay'me'nts

Redevelopment Law  Section 33676

Fayments

Qutstanding City Loan Amounts payable
from tax increment generated by the
Southerest, Central Imperial and Mount
Hope Redevelopment Project Areas

Procedures:

RBC Dain Rauscher {Managing Underwriter)
compuied these amounts based on what is expected
to be refunded and how much of the principai has
been paid off over the years, as indicated in the
Preliminary Official Statement for the outstanding
bonds.

This information is taken from the Statement of
indebtedness filed for the 2006-07 (2 requirement
under California Redevelopment Law). The Statement
of Indebtedness was prepared by the City of San
Diege's Auditor's Office.

This is estimaied by the Fiscal Consuttant for the bond
issuance based on the Assessed Value in a
Redevelopment Project Area and statutory formuia,

This is estimated by the Fiscal Consultant for the bond
issuance  based on Assessed Value in 3
Redevelopment Project Area and the formuia set forth
in the appropriate agreement,

This estimated by the Fiscal Consuifant for the bond
issuance based on Asssssed Valuss and statutory
formula.

These figures are generated by the City Audifor's
offica.



Council President and Members of the City Councit
Response to Councilmember Donna Frye

May 24, 2007

Page 3 of 4

4, Has the SEDC Board of Direclors issued a signed certification atfesting that the financial
statements are accurate?

As noted in Response No. 2, the financial statements reporting on the projects of SEDC are part of the
City audit. Certification of the corporate financial statements is part of the requirement of the audit of
the financial statements for SEDC. The President and the Director of Finance issued a signed
statement dafed August 31, 2008, confirming that in connection with the audit of the financial
statements for SEDC as June 30, 2006 and 2005 for the purpose of expressing an opinion as fo
whether the financial statements present fairly, in all material respects, the respective financial position
of the governmental activities and governmental fund of SEDC and the respective changes in financial
position in conformity with U.S, generally accepted accounting principles.

5. What financial internal controls are in place at SEDC, the Redevelopment Agency, and the City
of San Diego to ensure that the financial information being provided in the POS can be relied
upon?

At SEDC's corporate level, financial internal controls are in placed and have been reviewed and
updated annually in compliance  with the independent auditors and the City auditor's
Tecommendations/requirerments. This information will not be used in connection with the offer and sale
of the honds., Please refer 1o the Response fo Question No. 3 regarding the financial information
reflacled in the POS.

6. What is the total amount of debt SEDC owes to the City of San Diego and what, if any is the
repayment schedule? Where is the debf owed to the City disclosed?

As of Jung 30, 2008, the total amount of debt SEDC owes fo the City of San Diego is $71,698,973
which consists of §38,429,442 in principal and $33,269,5310f interest accrued This anformat o will be
dlsciosed in the POS under the headmg “Subordinate Obiigations.”

‘ 7. Much of the lnformat:on on page 6 of the POS {Cerfain Investigations Regarding the City) is
oufdated.

This information has been updated in the current versien of the POS that will be delivered to the
Council the week of May 308,

8. There are many blank pages and/or incomplete information on pages throughout the documents
provided to the City Council for review Please provide an explanation for all such pages and
also when the missing information will be provided.

Included in the 1472 for the Approval of the 2007 Tax Allocation Bond issuance which was provided to
the City Councit (prior to the originally scheduled May 15, 2007 hearing) is an individual Log of
Outstanding ltems. The logs are inserted in front of each required document to be approved by the
Agency and reflect the following information: Document Name; Page No,; Outstanding fems .
descriptions; Responsibie Party; and Expected Availability,



Council

President and Members of the City Council

Response to Councilmember Donna Frye

May 24,

2007

Page 4 of 4

10.

CYSikk

insurance information will be provided to the City Council s soon as it is available.

Was the City Attorney’s investigation of SEDC disclosed? What corrective actions has SEDC
taken fo ensure such problems do nof occur in the fufure? Have the issues pointed out in the
report been correcied?

No. After reviewing and discussing the City Attorney’s Report, dated March 8, 2007, disclosure
counse!, the city attorney's office, the financial adviscr and SEDC determined the investigation and
avents described thersin to be immaterial (o potential investors, The investigation found that SEDC
failed to comply with the City's affordable housing guidelines in a few instances, and concluded that
SEDC and the Redevelopment Agency needed to implement better controls to make sure these
situations do not occur in the future, At least one of the suggested controls has already been
implemented:

At its October 2006 meeting, the SEDC Board of Directors voted to approve an
amendment fo the current administrative contract with the San Diego Housing
Commission {Commission) to include the monitoring of fong term affordahility for
Agency subsidized developments. This is in additon to SEDC's residential
rehabilitation programs, and the first-lime homebuyer assistance programs that have
been administered by the Commission since 1998,

Nothing In the investigation indicated that SEDC had any significant operational or other issues that
would impalr its ability to effectively manage the overall development of its project areas. Likewise,
SEDC the investigation does not suggest any issues that may materially affect the generation of tax
increment in the Redevelopment Project Areas. Since the continuing operation of SEDC and the
Agency's ability fo collect tex increment in the Redevelopment Project Areas is not at risk, our
recommendation.is that the description of investigation is immaterial and does not need fo be described
in the PCS.

The IBA’s Report Number 07-51 also indicates that the Redevelopment Agency met with
Moody's Ratings recently, and expects to receive a rating by May 18, 2007. The City Council
should have that information before voting on this bond jssuance.

On May 80 and 9%, SEDC met with Mocdy's and Ambac Financial Group, Inc. to provide a tour of the
redevelopment areas and discuss the bonding rating and feasibility of insurance. The ratings and

s

Mayor Jerry Sanders

City Attorney Michael Aguirre

Ceputy City Atlorney for Disclosure, Mark Blake
CrOICity Audlter {Unofficial), Jay Goldstene



COUNCILMEMBER DONNA FRYE
City of San Diego
Sixth District

DATE: May 22, 2607

TO: Mayor Jerry Sanders
City Attorney Michael Aguirre ¢
Deputy City Attorney for Disclosure, Mark Blake Vi 4
CFO/City Aunditor (Uzwffieii?@gi%%(.Eu%dsmne @Mﬁ“%’k i ﬁ‘ @@ ey

B % o B »E ) L
FROM: Ceuncilmember Donna Frye é’%ﬁ @”@%W@%ﬁ% o ‘%,jr

SUBJECT: Issuance of 2007 Tax Allocation Bonds Follow-up

This is a follow-up to my May 14, 2007 memorandum regarding the “Approval of the
Lsswance of 2007 Tax Allocation Bonds, Notes or Loans in the Total Amount of
$42,000,000 1o Finance and Refinance Portions of Costs of Three Redevelopment
Projects.” The item was docketed for the May 15, 2007 City Councit and
Redevelopment Agency meetings, but was continued untif Mav 22, | have received
documents from Mark Blake and Greg Levin that have been responsive to some of the
guestions m my May 14, 2007 memo. Therefore, only the following guestions and/or
requests for more information from my May 14 memorandum remain, and are noted in
bold print.

1. The Southeastern Economic Development Corporation (SEDC) does not have
current audited annual financial reports, nor audited financial reports for FY
2002-2003 through 2004-2005. When was the last Fiscal Year that SEDC and
the Redevelopment Agency had an audited financial report, and who issued
the independent auditors’ opinion?

e

(siven the fact that there are no audited financial reports, what specific
procedures were followed to ensure that the financial information is accurate
and not misleading?

3. What financial internal contrels are in place at SEDC, the Redevelopment
Agency, and the City of San Diego to ensure that the financial information
being provided in the Preliminary Official Statement (POS) can be relied
upon?



Much of the information on page 6 of the POS (Certain Investigations Regarding
the City} is outdated. For example, according to a letter from KPMG, dated May
3, 2007, it states that KPMG’s engagement is completed whereas the information
provided on page 6 states otherwise. I have taken note that there is a bracketed
statement on that page “(fo be updated — M. Blake}”; however, the City Council
must be provided with all updated information in advance of any proposed
action.

There are many blank pages and/or incomplete information on pages throughout
the documents provided to the City Council for review, Please provide an
explanation for all such pages and also when the missing information will be
provided.

Is the City Attorney’s investigation of and subsequent report regarding
SEDC disclosed in the POS? What corrective actions has SEDC taken to
ensure such problems do not occur in the future? Have the issues pointed out
in the report been corrected?

The IBAs Report Number 07-51 also indicates that the Redevelopment Agency
met with Moody’s Ratings recently, and expects to receive a rating by May 18,
2007. The City Council should have that information before voting on this
hond issuance.

fn addition 1o requesting a written response o the above questions, I also have
additional questions, which are provided below. T am requesting written responses to
these questions us well. 1115 necessary to know: the total debt already owed by each
of SEDCs Redevelopment Project Areas, the amount of tax increment revenue that is
already pledged (o pay the current debt, the amount of proposed new debr for each
Redevelopment Project Area, the debt limits for cach of the Project Area, whether
any of the debt hmits would be exceeded if new debt were issued, whether the rax
increment revenue is sufficient to pay for all the debt (both existing and new) and
whether all debt has been properly disclosed.

8.

9,

How much is the Southerest Redevelopment Project Area propesing to
borrow? How much is the Central Imperial Redevelopment Project Area
proposing to borrow? How much is the Mount Hope Redevelopment Project
Area proposing to berrow? Please include both principal and interest for
each project area as well as the cost of issuing the bonds and funding the debt
service reserve surety bonds for the Bonds.

Throughout the Preliminary Official Statement (POS), there are references to a
“Report of the Financial Consultant” (Appendix A). For example, in the
Certificate of Robinson & Pearman, LLP to the Disclosure Practices Working
Group, 1t states that the POS includes a Fiscal Consultant’s Report (Appendix A).
In addition, the Certificate that was signed by Keyser Marston Associates, Inc.
states that they prepared the Fiscal Consultant Report, dated March 8, 2007 The



10,

I,

14.

5.

documents that I have received to review do not appear to include an Appendix A.
Please indicate where in the documents Appendix A can be found.

The POS also has references to Appendix C, Appendix E and Appendix G.
including references in the Table of Contents. However, in the document that [
have received, those pages are blank. Please indicate where in the documents
Appendices C, E and G can be found.

SEDC has outstanding debt that it owes to the Redevelopment Agency. The
Redevelopment Agency is required to repay that debt to the City of San Diego
(hoth principal and interest). According to the most current information available
as of June 30, 2006, in the SEDC Administered Project Areas there is currently
$71. 698,972 in debt owed by SEDC to the Redevelopment Agency. Mr. Greg
Levin provided this information to me in a memorandum dated November 21,
2000, in response to questions [ raised regarding the unaudited Fiscal Year 2003
Draft Comprehensive Financial Report (CAFR). This information needs to be
disclosed and should include SEDC’s debt repayment schedule to the
Redevelopment Agency as well as the funding source for the loan
repayments. In addition, please provide the loan repayment schedule for all
debt owed to the City of San Diego by the Redevelopment Agency. Mr.
Levin’s November 21, 2006 mema can be found at the link below (go (o his
response #4): hitp/iwww.sandicgo. gov/citycounctl/cdo/pdf/levin06112 1 pdf

- In addition, according to Mr. Levin’s memorandum, SEDC receives Operating

Subsidies from the Redevelopment Agency to “support the ongoing
admiristrative costs associared with the operations of each non-profit
corporation.” Please provide the amount of the SEDC operating subsidy that
the Redevelopment Agency has provided since SEDC’s inception. What is the
amount of the SEDC operating subsidy in 2007 and the source of revenue for
that subsidy? Also, please provide the amount of proposed SEDC eperating
subsidy that the Redevelopment Agency may provide for FY 2008, and the
source of revenue.

- [t appears that the operating subsidy to SEDC (from 2002 through 2006) is

$7,776,400. Does the operating subsidy require repayment to the scurce of
the subsidy? IF SEDC did not receive an Operating Subsidy, would this
hinder in any way their ability to meef their loan repayment obligations to
the Redevelopment Agency?

According 1o the POS, “The proceeds of the Bonds are used by the Authority 1o
make five separate loans 1o the Agency for the three Redevelopment Project
Areas... " Should the Redevelopment Agency’s financial statement and the
total current Agency debt be disclosed in the POS?

The Certificate that was signed by the Redevelopment Agency Bond Counsel,
Robinson & Pearman LLP, states that they have read the Draft POS, but “have

[



16.

i7.

18,

19,

rot independently verified the factual information in the Draft POS, nor were we
retained to do so...” Was anyone retained to independently verify either the
factual or financial infermation contained in the POS? If so, who performed
the independent verification and when?

According to the POS (see the second set of pages numbered as page 6), there is a
Tax Increment Limitation, which {5 the maximuam amount of Tax Revenues which
the Redevelopment Agency may receive from the Redevelopment Project Areas.
The maximum amount for Southcrest is $87 mitlion, for Central Imperial it is
$142 million and for Mount Hope, the amount is $47 million. Of that Tax
Revenue total, Southerest has collected over $9 million in tax increment: Central
Imperial has collected over $6 millicn and Mount Hope has collected over $15
miliion. Should the Tax Revenues already received be identified and
deducted from the total Tax Revenue remaining for each Project Area (in
order to determine the amount of Tax Increment Revenue that could be used
for new debt o make the loan repayments to the Redevelopment Agency)?

On pagel2 of the POS (the second page numbered page 12, second paragraph) it
discusses when and how the Redevelopment Agency may receive and pay
indebtedness with proceeds from property taxes in accordance with Section 33670
of the Redevelopment Law. The paragraph concludes by stating that, “There iy
presently no such outstanding debt.” Please provide a description and

exaniples of the type of debt to which this paragraph is referring. For
example, would Redevelopment Agency debt from City of San Diego loans
meet these criteria? The paragraph also refers to debt from the Housing
Fund. What is this?

On page 18 of the POS, it states that the Southcrest Redevelopment Project Area
has bonded indebtedness that is secured by tax increment. How mwch is that loan
(principal and interest) and how much tax inerement revenue has been
secured fo pay the bonded indebtedness? [ did note that on pagel of the Loan
Agreement and Third Supplemental Trust Agreement for Southerest
Redevelopment, under the Recitals, C. it states that the Agency had previously
ssued $3,750,000 in tax atlocation bonds to Southerest in 1995 and $1.860.000 in
tax allocation bonds in 2000 to Southcrest.

On page 18 of the POS, there 1s a reference to the “Plan of Finance "for the
southerest Redevelopment Project Area. Please provide the page number in the
POS for that Plan of Finance.

- On page 25 of the POS, it states that the Central [mperial Redevelopment Project

Area has bonded indebtedness that is secured by tax increment. How much is
that loan (prinecipal and interest) and how much tax increment revenue has
been secured to pay the honded indebtedness? I did note that on pagel of the
Loan Agreement and Second Supplemental Trust Agreement for the Central



21

26,

Imperial Hope Redevelopment Project, under the Recitals C., it states that the
Agency had previously issued $3,395,000 in tax allocation bonds in 2000.

On page 25 of the POS, there is a reference to the “Plan of Finance” for the
Central Imperial Redevelopment Project Area. Please provide the page number
in the POS for that Plan of Finance.

22. On page 31 of the POS it states that in addition to the indebtedness under the

Loan related to the Mount Hope Redevelopment Project Area, the Redevelopment
Agency appears (0 have indebtedness under the foan related to bonds issued in
1995, outstanding in an aggregate principal amount of $840,000, and

indebtedness under the loan related to bonds issued in 2002 outstanding in an
aggregate principal amount of $3,055,000. There does not appear o be any
reference to a Plan of Finance, unlike the other two project areas. Should there
he a Plan of Finance for Mount Hope included in the POS?

- On page 1 of the Loan Agreement and Fourth Supplemental Trust Agreement,

under Recitals, C. it notes that the Agency previously has issued $1,200,000
aggregate original principal amount of Mount Hope Bonds in 1995 A; $3,395,000
aggregate original principal amount of Mount Hope Bonds in 1993 B and

information previded in the Loan Agreement is different than the
information provided in the POS. Has some of the deb( been repaid?

- As of fune 30, 2006, Southcrest owes the Redevelopment Agency $18,807,765;

Central Imperial owes $29,312,283 and Mount Hope owes $4,481,149 for loans
made to the Redevelopment Agency by the City of San Diego. Would the debt
owed to the Redevelopment Agency reduce the maximum amount of Tax
Revenues that could be used by the Southerest, Central Imperial or Mount
Hope Project Areas to pay for new debt service? How is the debt to the
Redevelopment Agency accounted for in SEDC’s financial disclosures in the
POS, and where is it shown?

. Is there any other debt that is ewed by the SEDC Project Areas to the

Redevelopment Agency or anyone else that is net disclosed and/or that may
affect the Redevelopment Agency’s ability to pay back the debt it owes to the
PFEA, the City or anyone else?

According to Table | in the POS (second page 12 in the POS numbered page 12),
the Debt Limit for Mount Hope is $14.2 miltion. The debt owed to the
Redevelopment Agency by the Mount Hope Project Area is over $18 million, not
inciuding existing debt service for bonds. In order to determine if the Debt
Limit has been exceeded, would that ameunt be subtracted from the Debt
Limit amount? If so, the remaining Debt Limit would appear to be a negative
$3.8 million. In other words, the amount of debt owed to the Redevelopment
Agency by the Mount Hope Project Area (before any new debt is even incurred)



already seems to exceed its Debt Limit by approximately $3.8 million. Is this
correct and has the Mount Hope Project Area exceeded their Debt Limit?

27. The total Debt Limit for the Southerest Project Area appears to be $26,100,000
(shown in the POS in Table 1 on the second pagel2 numbered pagel2}.
Southerest owes the Redevelopment Agency over $18 million for money the
Redevelopment Agency borrowed from the City of San Diego, not including
existing debt service for bonds. Would the existing debt combined with the
new debt caase the Debt Limit to be exceeded or does the Debt Limif amount
that is shown include existing and/or new debt? If not, is it legal and
shouldn’t it be disclosed in the POS?

28, The total Debt Limit for the Central Imperial Project Area appears o be
$46,200,000 (shown in the POS in Table | on the second page 12 numbered page
12). Central Imperial owes the Redevelopment Agency over $29 million, for
money the Redevelopment Agency berrowed from the City of San Diego, not
including existing debt service for bonds. Would the existing debt combined
with the new debt cause the Debt Limit to be exceeded or does the Debt Limit
amount that is shown include existing and/or new debt? If not, is it legal and
shouldn’t it be disclosed in the POS?

Finally, [ have attached two articles from the Voice of San Diego regarding SEDC to
ensure that [ disclose any material information of which [ am aware. [ would also refer
you to the City Attorney’s Report on SEDC, which is not attached, but is available from
the City Attorney.

Attachments: articles from Voice of San Diego

Ce. City Councilmembers
Andrea Tevlin, IBA
Greg Levin, Deputy Comptroller
Stanley Keller



Articles from Voice of San Diego

Affordable No More
By ANDREW DONOHUE Voice Staff Writer

Monday, Oct. 2, 2006 | Like so many other homes in the red-hot San
Diego real estate market, 571 Drew View Lane rode the boom to the
maximum. The brand-new home sold for $181,000 in 2000. Five years and
four owners later, it went for $499,999.

It wasn't supposed to,

Built with the help of public funds and with the aim of bringing new,
affordable homes to San Diego's southeastern neighborhoods, 571 Drew
View Lane was to stay in the hands of low-and-moderate income residents
for the first 10 years of its existence.

But 571 Drew View Lane instead became a perfect tool for the get-rich-
uick spirit that pervaded the market in recent years. At the market's peak,
one buyer, Lisa Pham, purchased the home on Feb. 17, 2005 for $399,09¢
and sold it again for $499,999 on Sept. 26, 2005, reaping a $100,000
profit in just more than seven months.

A document required to be filed alongside an affordable home's deed at the
county Recorder's Office would have given the Southeastern Economic
Development Corp. -- the city of San Diego's redevelopment arm for the
neighborhood -- final approval of any sales. That would have allowed the
agency to veto any sale that didn't leave the home in the hands of someone
of low or moderate means.

The agency and the project's developer failed to file the document for 22 of
the 23 homes at the Village at Euclid development, and from the moment

571 Drew View Lane sold to its first owner, it quickly slipped from the city's
affordable housing stock and into the region's rambunctious home market.

The brief, but busy, history of 571 Drew View Lane is one of a number of
examples found by voiceofsandiego.org that illustrate how lax agency
oversight and enforcement allowed the limits of the program designed to
bring affordable homeownership to one of San Diego's working-class
neighborhoods to be stretched and, at times, crossed by homebuyers, an
agency consultant and at least one developer,



A review of two affordable housing projects completed in the last six years
found instances in which SEDC has failed to properly enforce both
affordable housing standards and its agreements with Carter Reese &
Associates -~ a developer headed by SEDC's former president.

As a result, the agency has been unable to monitor its affordable housing
restrictions on all but one of the 23 homes in the Village at Euclid
development, including the four units that were to be restricted to certain
income levels for their first 10 years of existence. At least two of those
homes have changed hands multiple times without agency oversight,
allowing the owners to reap the windfalls of a sizzling housing market with
the help of public funds, as well as diluting the agency's efforts to meet the
state mandate that 15 percent of homes in the Southeast redevelopment
area be considered "affordable housing."

In the same development, Carter Reese & Associates sold a number of
homes each for at least $10,000 more than they were authorized by the
San Diego City Council. Doing so drove up the cost of homes for the
purchasers and boosted the firm's bottom line by at least $72,000.

And in a similar housing development built four years later, Carter Reese &
Associates awarded one of the projects’ affordable homes to an SEDC
consultant. The contractor, Angela Harris, worked briefly on the Village at
Euclid project and receives between $45,000 and $50,000 a year in SEDC
funds.

Five months after purchasing the home, Harris received a $50,000
contract extension for her SEDC work. She has since refinanced the house
twice, cashing out $124,000 in equity in the two years since she purchased
the home -- potentially driving it out of the affordable range if it were to be
put up for sale because of the increased size of the mortgage.

The projects also demonstrate the awkwardness with which some
government agencies tried to control a housing market gone berserk and
monitor a resident's homeownership for a decade or more.

SEDC President Carolyn Smith said there was no intent to allow "anyone to
get away with anything.” SEDC officials described the miscues in Village at
Euclid as an administrative mix-up that took place years ago -- a blemish in
an otherwise successful organization that provided lessons. They said
Harris received no special treatment because of her status as an SEDC
consultant.



After the project was completed, officials scrambled to have owners sign
and register the vital documents retroactively, but without success.

One employee raised concerns regarding the lack of documentation and
the inflated home prices directly to the City Council in February 2002
betore Carter Reese and SEDC embarked on another partnership. She was
fired four months later for "continuous insubordination.”

Attorney Catherine Rodman, who represents low-income clients in
affordable housing cases, said affordable housing projects often turn out to
be quite different from what is originally proposed.

"There is nobody watchdogging it, and these are scarce public doljars that
people really need,” she said. "They've got this money, they're kind of
spending it as they spent it, and then it's gone.”

Village at Euclid

The original agreement between Carter Reese and SEDC for Village at
Euclid, crafted in 1997, locked like an affordable housing dream.

In exchdnge for a $210,000 loan from SEDC's housing fund, the developer
agreed to several conditions. All 23 homes were to be kept affordable for
those in the low-to-moderate income range -- between 80 percent and 120
percent of the area median income. Using the money paid back from the
loan, the agency was to offer $200,000 to fund a homebuyvers assistance
program at raore than $8,000 a home.

At least five of the homes were to carry restrictions on the deeds ensuring
that people of low-and-moderate income owned them for the following 10
years.

But by the time Village at Euclid's denizens first walked through the doors
in 2000, the development had changed considerably, from the price
restrictions to the number of affordable units to be offered.

In its original agreement with the SEDC and its umbrella organization, the
Redevelopment Agency, Carter Reese envisioned building 23 homes in
three different styles and price ranges. The agreement called for four 1,375-
square-foot, "Logan-style” homes to be sold at $135,000; nine 1,675-
square-foot, "Crawford-style”" homes at $155,000; and 10 1,875~ -square-
foot, "Williams-style” homes at $165,000.

SEDC documents, as well as communications between the developer and
SEDC, show that the agreement mutated during the three years of planning



and construction. Saying unforeseen costs, the return of a vibrant housing
market, and more costly construction materials had changed the
econormics of the deal, the developer received $40,000 in agency funds to
help build a storm drain and an $80,000 loan to cover other costs.

As part of the give-and-take, the amount of affordable housing rose and
sank, and SEDC and the City Council permitted the developer to raise the
price caps to allow the homes to be sold for more than was originally
envisioned.

But, ultimately, what was built didn't match-up with the final deal worked
out in the agreement and approved by City Council.

In the end, Carter Reese sold all five Crawford-style homes that were built
for between $191,000 and $198,000, surpassing the authorized cap of
$181,000.

In total, the homes sold for a combined $72,000 more than authorized,
increasing the new homeowners' costs and the developer's bottom line.
Also, four more homes that were envisioned in the contract to be built as
the mid-level Crawford-style homes were instead built as the larger
Williams-style homes, selling for between $205.000 and $206,000. If
they'd been built in the Crawford style -- about 200 square feet smaller
than the Williams style -- and with the $181,000 price cap, Carter Reese
would have had to sell the homes for a combined $99,000 less.

Those changes would have given Carter Reese an additional $171,000
boost in a project estimated to turn a $350,000 profit.

Reese Jarrett, cofounder of Carter Reese & Associates and head of the
project, denied numerous requests for comment for this story.

Royce Jones, SEDC's outside lawyer, said that because the final
amendments don't include any language referring to the sizes of homes
that could be built, the developer was given freedom "to move around.”
Jarrett offered the same assessment when an SEDC employee brought up
the issue in a number of letters in 2000 and 2001. In a July 25, 2000 letter,
Jarrett wrote that the housing mix described in the original loan agreement
"was for purposes of description only."

The specific housing mix was laid out in the original loan agreement.
Unlike the rest of the alterations made to the agreement during the three-
year process, the changes to the housing-style mix were never addressed in
any of the amendments approved by City Council.
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"Our only concern was the units that were going to be the affordable
housing,” Jones said.

Jones and Smith said the project contained four affordable units.
Documents indicate that Carter Reese only intended to offer two affordable
units. However, the number that was actually offered to those who
qualified as low-and-moderate income buyvers is unclear because the
requisite paperwork -- known as a notice of restriction -- is not on file with
the San Diego County Recorder's Office.

The notice of restriction is a vital document in the atfordable housing
process because it allows the government to ensure that affordable homes
remain in the hands of those they are intended for beyond the original sale.
Signed by the homeowner and mandated in the loan agreement, the
document requires the owner provide the proper documentation to prove
that subsequent buyers meet the low-and-moderate income standards. The
document also gives the agency the right to file an injunction prohibiting
the sale of the home to anyone who doesn't qualify under the income
requirements.

The document is an attempt to regulate the balance of a program intended
to make homeownership achievable to a certain class, but that must also
keep the home in the affordable range for a given time frame -- and make
sure that public money isn't used to gain outsized profits.

The idea of forming redevelopment areas came about as a way to revitalize
downtrodden neighborhoods. It allows local governments to capture and
reinvest a greater share of the taxes collected in the area that otherwise
would have escaped and gone on to other higher levels of government. In
turn, the government agency overseeing the area must ensure that 15
percent of homes there be considered affordable to those of low and
moderate incomes. Redevelopment agencies such as SEDC team with
developers to provide funding in exchange for the construction of
affordable housing.

In Village at Euclid, portions of a handful of notices of restriction were
completed and are on file with SEDC, but they aren't on file with the county
recorder.

When confronted with the lack of notices, SEDC officials said a
superseding document filed on the entire project before the individual
home sales had allowed them to continue to monitor the affordable
housing standards.
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However, they were unaware that two of the units that appear to have been
intended for affordable housing had been bought and sold numerous
times. They couldn't provide evidence showing that the agency had
monitored or approved any of the home sales.

For example, Lot 3 in the Village at Euclid development was purchased by
George S. and Bernice Lewis. They bought the home, which eventually
became 571 Drew View Lane, in 20006 for $181,000.

They then sold the home Oct. 28, 2003 to Hong Dinh for $350,000, nearly
doubling their initial investment. On Feb. 17, 2005, Dinh sold the home to
Lisa Pham for $399,099. Months later, on Sept. 26, Pham sold the home
for $499,999, reaping a $100,000 profit.

Likewise, 554 Drew View Lane was bought by Cheng and Souprany "Prany”
Sumontha for $174,000. The couple sold the home Aug. 12, 2003 for
$342,000 to Tuyet Nguyen, who sold again Dec. 9, 2005 for $485,000. It
appears that 554 Drew View Lane would've been one of the affordable units
in the development, as it had the lowest selling price in Village at Euclid.
Under the terms of the loan agreement, the affordable units were to be
offered to those making below 120 percent of the area median income.
Currently, a three-bedroom home such as these two units can't be sold for
more than $363,000 to still be considered "affordable housing” for
someone making 150 percent of the area median income, according to the
guidelines of the San Diego Housing Commission, the city's public housing
authority.

Had SEDC properly monitored the sales of these homes, they would have
been able to ensure that the purchaser in each case qualified for the low-
and-moderate income standards. That, in turn, would have likely kept
prices from skyrocketing.

Stnith said "the best intentions were there." She said she couldn't verify
whether or not the agency had approved the sales. Smith said the
developer's sales agents got out ahead of SEDC officials at the start of the
project in selling the homes, and pointed out that the agency later
attempted to get notices put on the homes.

"We made every effort we could,” Smith said. "We learned from this
instance."
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At least two mid-level SEDC employees were aware of the problems as the
project progressed and attempted to correct them. One of them was later
fired.

Beginning in July 2000, SEDC project liaison Marie Humphrey wrote a
series of letters to Jarrett warning that the project didn't comply with loan
agreement because sales prices in the project's brochures were higher than
authorized, that the housing mix didn't match up with the loan agreement
and that the proper notices of restriction weren't being recorded as the
homes were being sold.

Jarrett responded in a July 25, 2000 letter, indicating that one affordable
lot had already been sold. He assured Humphrey that the remaining three
buyers of the affordable homes would sign the restrictions. And Jarrett
contended that the $181,000 price cap for the mid-size homes had been
removed in a copy of the third amendment that he'd received from SEDC.
However, the third amendment approved by the City Council on April 11,
2000, makes no reference to any changes to the prescribed sales price caps
for the homes. Rather, it authorizes extending an $80,000 loan to Carter
Reese because it had incarred unforeseen expenses such as concrete
debris, utility issues and city processing fees.

A day later, Humphrey's colleague, Sherry Brooks, wrote to Royce Jones
seeking his advice on how to handle the lack of documentation on the
homes.

"A buyer who is expecting to close escrow in a few weeks has called us
about the income restrictions and is all upset as he was not informed of this
before this time,"” she wrote, "We need to know how to react to this call as
well as the developer's letter.”

No response from Jones was found in the agency's document files.

Nine months later, Humphrey continued to push Jarrett. In an April 10,
2001 letter, she reiterated her early concerns and also noted that some
notices were allowing the homes to be rented, contrary to the loan
agreement’'s mandate that ail homes be occupied by the owners for the first
10 years.

In addition to the documents that were to be placed on the four affordable
units, the remaining 19 homes were to have a restriction on them: that the
homeowner live in the residence for at least 10 years to create true
ownership rather than income-making rental properties.
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Jarrett -- who gave Smith her first job at SEDC while serving as the
agency's president in the 1980s ~- acknowledged the documentation
problem in a letter later that month. But he said he and his associates had
tried to fulfill the notice requirement, noting that many "of the
homeowners were confused or wary of signing the restrictive documents,
especially those people who received their documents after they had
purchased their properties.”

Jarrett then explained that a number of corrections had to be made to the
third amendment. He asked that the amendment allow him to make only
two units "affordable housing" and that there be no price restrictions for
the two largest models.

But the homes had already been built and sold, and the City Council had
already approved a third amendment didn't address either of those two
vital conditions -- which greatly changed the make-up of the project.

In February 2002, when a following partnership between Carter Reese and
SEDC was being planned, Humphrey continued to stress her concerns, this
time going higher up the chain of command. She wrote a letter to the City
Council stating that "the developer did not follow the guidelines” laid out in
the contract. She was fired by Smith in May 2002.

There is one home out of 23 in the Village at Euclid development that does
have the notice of restriction alongside the deed at the Recorder's Office.
That home belongs to Joyee and Calvin Yeldell -- Smith's sister and brother
in law.

‘The home purchased by the Yeldells wasn't one of the designated
“affordable units." SEDC officials said Smith's kin bought a market-rate
home and didn't receive any direct agency assistance.

Because of the agency's participation in the project, the Yeldells were
required by contract to live in the home for at least the first 10 years and
not rent it out.

In July 2001, after the homes in Village at Euclid had been bought and
occupied, SEDC called a meeting with homeowners to attempt to get the
notices on the homes after the fact. It was unsuccessful.

Leading the efforts was SEDC consultant Angela Harris,

Skyline Terrace Estates

Harris would be involved in another partnership between SEDC and Carter
Reese -- but this time as a customer, not a consultant.
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Interest was high when Jarrett laid down his plans to build 28 new, for-sale
homes in the Skyline neighborhood. In a December 2002 letter to SEDC,
Jarrett wrote that his firm had an "interest list of more than 600" people,
who would receive brochures on the homes that would become Skyline
Terrace Bstates.

Four of the homes would be offered to low-and~moderate income residents
at a restricted price, thanks to a $140,000 loan being offered from SEDC's
affordable housing fund.

Harris was selected as one of the four homebuyers to receive an affordable
unit, and in 2004, she purchased the home for $280,000. She signed a
notice of restriction that required any future owner qualify for the income
requirements for the following 10 years.

Harris started working for SEDC in 1999 and eventually began receiving
sole-source contracts in 2005. Sole-sourcing allows Smith to grant Harris
contracts without opening them up to bids from other applicants. She has
received regular contract extensions: a $45,000 contract in 2000; $30,000
in February 2002 and another $45,000 in August 2002; $45,000 in July
2003; $50,000 1n October 2004; and $50,000 in August 2005,

She also received $140 an hour working as a consultant to SEDC's
Entrepreneur Academy in 2005, turning in invoices of $3,500 and $1,960
in 2005. As part of her job, Harris hosts a weekly luncheon for property
managers. Among the duties in some of her contracts: "providing
information and verification of affordable housing laws and requirements
per redevelopment law.”

She said that she got her name in early to apply for the affordable housing,
which was handed out on a first-come, first-serve basis. Some agencies
choose to do lotteries to determine the huyers of their affordable homes.
"Being that [ am on the Project Area Committee (a local redeveloprent
advisory group) and being that I'm very active in the community, there are
very few developments coming up that I'm not familiar with," she said.
"And so even before they poured any concrete or put up one piece of stick. I
was on the waiting list for Reese Jarrett, or Carter Reese.”

Harris said she received no special treatment. "I went through the same
thing as every single homeowner here," she said.

Robert Stern, author of the 1972 Political Reform Act, said Harris'
arrangement is troublesome. "Even if her name was pulled out of a hat, it
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still raises a question -- and I bet her name was not pulled out of a hat,” he
said. "The question is favoritism."”

"You have to be as clean as you can and as hands-off as you can,” Stern
added. "The problem is that these [homes] are so desirable that it's very
tempting to play favorites. Particularly in the past few vears.”

Jones, SEDC's outside attorney, said Harris received no special treatment.,
"She's previously a resident of the community. That allowed her to qualify,”
he said. In fact, disqualifying Harris from purchasing the home because of
her employment could have opened up the agency to a job discrimination
lawsuit, Jones said

The contract for the project mandated that applicants for the affordable
homes earn no more than 120 percent of the area median income,

- according to standards set by the U.S. Department of Housing and Urban
Development. Under those standards for 2004, a single person could make
no more than $53,250.

Harris reported earning $67,555 in 2003, according to statements of
economic interest on file with the San Diego City Clerk's Office. She
reported $45,000 in income from SEDC and $22,555 from two other
consulting jobs. Her 2004 filing doesn't contain specific income figures;
she checked a box indicating that her annual income was between $10,001
and $100,000.

The San Diego Housing Commission allows the self-employed to subtract
their business expenses from their gross income when qualifying for
affordable housing, using instead the income reported on their tax returns.
Harris declined to provide a copy of her tax return to voiceofsandiego.org.
SEDC has the right to monitor an owner's income annually to ensure they
still comply with the affordable housing income requirements, but officials
said it doesn't perform the regular check-ups.

Harris refinanced her mortgage within the first year of buying the home,
pulling out $80,000 in equity and taking on a $360,000 mortgage. She
pulled $44,000 in equity out of the home again in March 2005, pushing
her primary mortgage up to $404,000.

Many housing authorities resirict the refinancing of affordable homes --
allowing them to approve or deny attempted refinancing -- with the belief
that public funds shouldn't be used to allow a homeowner to cash out large
sums of equity. For instance, the San Diego Housing Commission must
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approve all refinancing of the affordable homes it oversees. It permits
refinaneing only when the cash pulled out does not exceed 10 percent of
the principal loan balance and that the cash is used for home
improvements.

SEDC officials said they are working on a policy to manage refinancing, but
currently don't monitor it. Jones, the attorney, said they believe the
Housing Commission's regulations are draconian.

Smith said she doesn't believe the agency should inhibit someone from
refinancing their affordable home in order to put cash toward something
such as putting homeowner's children through college. "That shouldn't
inhibit them from doing that, but also we recognize that we want to retain
the affordability of the unit, so that's really important to us, so we're
working through that as we speak,"” she said.

Smith said SEDC does not screen the homebuyers chosen by its developers
for the affordable units, a practice that other agencies employ.

"We don't look at that, we don't say anything about that," she said.
"IHarris] put her name in. She's one of the Southeastern residents. She
lived in the area.”

"She has every right and is encouraged to do so," she said. "We want
professionals to be in this community.”

The loan and housing agreement between the developer and the
Redevelopment Agency, the umbrella organization that oversees SEDC,
forbids agency employees from having a personal interest in its own
projects.

Stern, who is president of the nonpartisan political-reform group Center
for Governmental Studies in Los Angeles, said although consultants are not
considered employees or members of agencies, the intent of the conflict
code remains the same.

"Certainly the intent was there not to have any insider trading, or insider

purchasing in a sense,” he said. "There should have been a red flag raised."
Sam Hodgson contributed to this report.
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Report: Developer 'Almost Cavalier' in Troubled Deal
By ANDREW DONOHUE Voice Staff Writer

Friday, May 4, 2007 | Housing developer Carter Reese & Associates
appears to have breached the terms of its loan agreement with the city of
San Diego in 2000 by failing to provide a required number of affordable
homes, according to a report by the City Attorney's Office.

The report says the city agency handling the project, the Southeastern
Economic Development Corp., also failed to hold the developer
accountable by not enforcing the terms of the contract, which required the
developer to place restrictions on the homes’ deeds to ensure they stayed in
the hands of low- and moderate-income residents for 10 years.

Additionally, the report found the appearance of favoritism in Carter
Reese's awarding of an affordable unit in 2002 to an SEDC contractor,
Angela Harris.

"There is no record that SEDC, the Developer, or the Housing Commission
analyzed Ms. Harris' financial eligibility to purchase income restricted
housing,” the report states.

The city attorney report, however, said no evidence of intentional
misconduct or misuse of public funds had been encountered based on the
facts and circumstances reviewed to date. The report, released last week,
was requested by two City Council members following an Qctober
investigation by voiceofsandiego.org, which found that the lines of SEDC's
affordable housing program had been stretched, and at times crossed, by
homeowners, Carter Reese and the contractor.

The investigation found that SEDC and the developer had failed to file the
proper paperwork to empower the agency's monitoring of the homes,
allowing them to be sold repeatedly for sizable profits in the midst of a
sizzling housing market. If the paperwork had been filed, SEDC would've
been able to ensure that any future buyers for the next 10 years qualified
for low- and moderate-income housing.

The investigation also revealed that Carter Reese had been allowed to sell a

number of homes for at least $10,000 more than was authorized by the
City Council in the 2000 Village at Euclid development.
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The city attorney's report, requested by Council members Tony Young and
Donna Frye, noted that opportunities existed for both the developer and
SEDC to rectify the affordable housing problems.

"Perhaps the most troubling aspect of the Village at Euclid is the fact that
both the Developer and SEDC were aware of the recordation problem in
July 2000," it states. The report says Carter Reese's mishandling of the
documentation "appeared to be aimost cavalier, with little real effort to
remedy shortcomings, even after brought to the Developer's attention."”

The report points out that SEDC President Carolyn Smith recommended
moving the agency’s affordable housing oversight to the San Diego Housing
Commission following the publication of the article,

"Although the proper recordation of restrictive documents and an
impartial selection process for affordable home buyers are important
fundamentals,” the city attorney report states, "it would be an
overstatement to conclude or imply that SEDC has failed in its overall goal
of developing affordable housing in southeast San Diego, based on these
particular errors.”

The report also comes with a host of policy recommendations to prevent
these troubles from recurring. They include:
* Requiring all affordable units to be sold through a lottery to avoid
the possible appearance of impropriety. The Housing Commission already
uses such a lottery.

Strengthening agencies' position to guard public funds used in
housing developments by allowing them to levy sanctions or penalties if a
contract is breached.

"The Developers (sic) limited liability status has precluded subsequent
enforcement on the contract, such as requiring Carter Reese to purchase a
unit at market price (if and when one becomes available) and resell the unit
at an affordable price with deed restrictions,” the report states.

* Foreing any developer receiving public funds to maintain and
disclose all records relating to the project for review by the city. The report
found vceasions in which it was impossible to come to a conclusion on an
issue because of the lack of access or documentation.

* Requiring developers to retain knowledgeable and competent staff.
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A young, inexperienced sales representative named Darryl Forte handled
the closings in Village at Buclid and was apparently unaware of the
documentation requirements, according to the report.

His supervisor, Percy Williams, had complaints filed against her in 1997,
1998 and 1999 with the Department of Real Estate for failing to adequately
supervise her employees, the report states.

Both Smith and Harris, the consultant, have said Harris received no special
treatment in the awarding of the affordable home. Attempts to reach SEDC
and City Attorney Mike Aguirre to comment for this story were
unsuccessful. Carter Reese declines to comment to voiceofsandiego.org.
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To: Council President and Members of the City Councl!
From: Carolyn Y. Smith, President U)\&\
Subject: Response to Counciimember Donna Frye's Second Memorandum Dated

May 22, 2007 ~ Issuance of SEDC’s 2007 Tax Allocation Bonds

This memorandum is in response to fhe second memorandum prepared by Counciimember Donna Frye
dated May 22, 2007 regarding SEDC's proposed 2007 Tax Allocation Bond (TAB} Issuance. It shouid be
noted that seven of the questions listed below were previously addressed in our memorandum dated
May 24, 2007 fo the City Council in response to Councilmember Frye's May 14, 2007 memorandum and
have been repeated and updated as necessary in this response. '

1.

When was the last fiscal year that SEDC and the Redevelopment Agency had an audited
financial report, and who issued the independent auditor’s opinion?

SEDC's corporate audifed financial report was issued for the fiscal years ended June 30, 2006 and
2005 and the independent auditor’s opinion was issued by Macias Gini & O'Connell LLP (Macias)
on August 28, 2006. For the fiscal years ended June 30, 2005 and 2004, the opinion was also
issued by Macias dated October 28, 2005.

Additionally, the audited financial reports for fiscal years ended June 30, 2004, as well as for the
year ended June 30, 2003, were completed and the independent auditor's opinion were issued by
Caporicei & Larson Certified Public Accountants.

The Financial Resuits of alf projects of the Redevelopment Agency of the City of San Diego, as a
hlended component unit of the City, are included in the City's Comprehensive Annual Financial
Report (CAFR) for the fiscal year ended June 30, 2003, which was received and filed by tre City
Council on June 5, 2007. itis SEDC's understanding that Macias has been retained fo perform an
audit and render an opinion on the financial statements of the City for the fiscal years ended June
30, 2004 through June 30, 2007, Additionally, a separately audited Redsvelopment Agency "stand
alone” financial statement for the fiscal year ending June 30, 2003 has been completed by Macias,
Gini & O'Connelt lip, The opinion was issued on this audit on June 4, 2007 and we have been
advised by the City Comptrofier that the report will be provided to the City Council shortly.
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2 Given the fact that there are no audited financial reports, what specific procedures were
followed fo ensure that the financial information is accurate and not misfeading?

The majority of the disclesure information contained in the Prefiminary Official Statement is based
on the Report of the Fiscal Consuitant and is not of the type of financial information that is audited
by an independent auditor. The following table is a list of the financial information and how it was

obtained.

Financial Information
Amount of Mount Hope Bonds to remain Outstanding
aftar issuance of 2007 Bonds

Table 1- Tax Increment Received to Date

Statutory Pass-Through Payment Amounts for Fiscal
Year 2006-0607

Pass-Through Agreemeant payments

Redevelopment Law Section 33676 Payments

Cuistanding City Loan Amounts payable from tax
increment generated by Southcrest, Central imperial and
Mount Hope Redevelopment Project Areas

Procedures:

Following discussion with the members of
the Financing Team, it was determined
that the computed amounts would be
basedRBC Dain Rauscher (Managing
Underwriter) computed these amounts
based on upen the refunded amount of
what is expected to be refunded and how
much principal has been paid off over the
years, as indicated in Official Statements
for the outstanding bonds

Taken from Statement of Indebiedness
filed for the 2006-07 fiscal year (required to
be filed by Redevelopment Law). The
Statement of Indebiedness was prepared
signed by: Lawrence Tomanek, Assistant
Auditor and Comptrolier

Estimated by Fiscal Consultant hased on
Assessed Value {provided by the County)
in Redevelcpment Project Area and a
statutory formuia

Estimated by Fiscal Consultant based on
Assessed Value [provided by the Cotinty)
in Redevelopment Project Area and
formula set forth in appropriate agreement

Estimated by Fiscal Consuitant based on
2005-06 amount provided by County, and
increased by 2% projected growth each
future year

City Auditer’s officeRedevelopment
Agency Accounting Section of the
Comptroller's Office
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3. What financial internal controls are in place at SEDC, the Redevelopment Agency, and the
City of San Diego to ensure that the financial information being provided in the POS can be
refied upon?

At SEDC's corporate level, financial internal controfs are in place and are reviewed and updated
aninually and in compliance with the independent auditors and the City Auditor & Comtprolier’s
Office recommendations/requirements. However, this information is not necessary in connection
with the offer and sale of the bends. Please refer {0 our response to question number two {2)
regarding the finencial information reflected in the POS.

4. Much of the Information on page 6 of the POS (Certain Investigations Regarding the City) is
outdated,

This informaticn has been updated in the current version of the PCS that was defivered to the
City Councit the week of May 30t

5, There are many blank pages and/or incomplete information on pages throughout the
documents provided to the City Councif for review. Please provide an explanation for ail
such pages and also when the missing information will be provided,

Included in the 1472 for the Approval of the 2007 Tax Allocation Bond issuance provided to the
City Council is an individual Log of Qutstanding ltems. The logs are inserted in front of each
required document to be approved Dy the Agency and reflect the following information: Document
Name; Page No.; Outstanding llems descriptions; Responsible Party; and Expected Availability.

6. Is the City Atforney's investigation of SEDC disclosed? What corrective actions has SEDC
taken to ensure such problems do not occur in the future? Have the issues pointed out in
the report been corrected?

Na. In response to the question raised by Mr. Levin during the meeting of the Disclosure Practice
Working Group {DPWG) on Aprit 26, 2007 regarding the disclosure of the City Attormney's
investigation of SEDC, it was discussed and determined that the investigation and events
described therein were not the type of information traditionally provided to potential investors. This
determination was based upon the fact that the investigation found that SEDC had failed to comply
with the City’s afferdable housing guideiines in only a few limited instances, and that the overall
Redevelopment Agency affordable housing program required additional and better controls to
eliminate the possibility of these situations oceurring in the future. Moreover, one of the suggested
controls has already been formally imptemented by SEDC - the Housing Commission now monitors
the Redevelopment Agency's compliance with the City's affordable housing guidefines.

Nothing in the investigation, or disclosed by the indepandent Auditor's 2003 Report addressed to
the Agency Board of Directors issued by Macias Gini & O'Connelf LLP dated May 24, 2007,
indicated that SEDC had any operational or other issues that would significantly impair its ability to
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effectively manage the overall development of its project areas. Likewise, the subject investigation
did not suggest or raise any issues that may materially affect the generation of tax increment in the
Redevelopment Project Areas. Since the continuing operation of SEDC and the Agency’s ability to
collect tax increment in the Redevelopment Project Areas was not determined fo be a material risk
to the bonds, the recommendation was to exciude any description of or reference fo the
investigation in the POS.

7. The IBA’s Report Number 07-51 alsc indicates that the Redevefopment Agency met with

Moody's Ratings recently, and expects to receive a rating by May 18, 2007. the City Councii
should have that information before voting on this bond issuance.

This bond issuance has received AA insurance from Radian Asset Assurance, inc. and a Baa?
rating from Moody's. :

8. How much is the Southcrest Redevelopment Project Area proposing to borrow? How much
is the Central Imperial Redevelopment Project Area proposing to borrow? How much is the
Mount Hope Redevelopment Project Area proposing to borrow? Please include both
principal and inferest for each project area as well as the cost of issuing the bonds and
funding the debt service reserve surety bonds for the Bonds.

The scheduie below summarizes our responses to your guestions.

Par* interest * Service * | Issuance *'
Southcrest 17,185,000 12,541,238 29,726,238 2,007,624
Central Imperial 14,925,600 14,267,122 29,192,122 1,651,705
Mount Hope 3,070,000 1,208,439 4,278,438 297078

1} Costs of issuence inciude underwriter's discount, cash depasit to Debt Service Reserve Fund,
and Agency legal, rafings, trustee, printing, and consulting fees.
Note. Surety bonds will not inftially be used lo satisfy the reserve requirement. The reserve
requirement will be et using cash from bond proceeds. This amount is included
in Costs of fssuance.

*Preliminary, subject to change. Based on inferest rates as of 4/24/07
8. Please indicate where in the documents Appendix A can be found?

This information has been updated in the most recent version of the POS that is included as
Attachment A to this document.
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0.

1.

12,

Please indicate where in the documents Appendices C, E and G can be found.

Appendix C, the summary of Indentures and the Loan Agreements, are typically prepared after an
insurer is selected and closer to the mailing date of the POS. The material provisions of the
Indentures and the Loan Agreements have been summarized in the forepart of the POS. Appendix
k=, Form of Bond Counsel Opinion, has been added to the PCS. Appendix G cannot be added until
an insurer is selfected and provides SEDC with the proper form.

This information needs fo be disciosed and should include SEDC’s debf repayment
schedule to the Redevelopment Agency as well as the funding source for the loan
repayments. In Addition, please provide the loan repayment schedule for all debt owed fo
the City of San Diego by the Redevelopment Agency.

As of June 30, 2006, the total amount of debt SEDC owes to the City of San Diego is $71,698,873
which consists of $38,429,442 in principal and $33,269,531 of inferest accrued. This information
will be disclosed in the POS under the heading ‘Subordinate Obligations”.

LS

Flease provide the amount of the SEDC operating subsidy that the Redevelopment Agency
has provided since SEDC’s inception. What is the amount of the SEDC operating subsidy in
2007 and the source of revenue for that subsidy? Also, please provide the amount of
proposed SEDC operating subsidy that the Redevelopment Agency may provide for FY
2008, and the source of revenue.

In Mr. Greg Levin's memorandum dated November 21, 2008, in response to Councitmember
Donna Frye's request, information was provided regarding the reimbursement payments received
by SEDC for five (6) fiscal years (FY 2002 through FY 2008) totaling $7,776,400. This amount is
consistent with the 5 —year financial records available and retained by SEDC.

Since 1992, SEDC has not received any operating subsidies from the City of San Diego. More
correctly, SEDC receives monthly reimbursements (as opposed ic “operating subsidies”} from the
Redevelopment Agency for administering redevelopment activities in the four project areas and
one study area located within the SEDC's Sphere of Influence. These reimbursements are
payment for services rendered by SEDC on the behalf of the Redevelopment Agency and are
primarily funded by tax increment revenues generated by the four redevelopment project areas
administered by SEDC. The approved adminisirative budget in FY 2007 for SEDC was $1,923,900
and $2,576,700 in FY 2008 which was approved by the Agency/City Council on May 15, 2007.
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13.

14.

13,

16.

Does the operating subsidy require repayment fo the source of the subsidy? If SEDC did
not recefve an Operating Subsidy, would this hinder in any way their ability to meet their
loan repayment obligations to the Redevelopment Agency?

No, the reimbursement payments {as noted and described above) do not require repayment. it
should be noted that any debt incurred as a consequence of SEDC performing its redavelopment
obligations on the behalf of the Redevelopment Agency is a debt of the Redevelopment Agency
and not SEDC.

Should the Redevelopment Agency’s financial statement and the total current Agency debt
be disclosed in the POS?

The Bonds are payable from tax increment, which is calculated based on the assessed values of
the various Redeveiopment Project Areas. Purchasers of the bonds will be evaluating the credit
strength of the bonds based on the historical and projecied assessed value of the redevelopment
project areas, and not the general financial statements of the Agency. The critical information is in
the Fiscal Consultant's Report. Further alf debt payable from the respective Project Areas is
described in the PCS. The Agency's financial statements include information that is not
fraciitionally included in the POS with these types of financing. For purposes of consistency, this
information was purposely excluded,

Was anyone retained fo independently verify either the factual or financial information
contained in the POS? If so, who performed the independent verification and when?

No independent verification was undertaken. However, the customary bond team consisting of,
SEDC, the City Attorney’s Office, Special Agency Counsel, the Financing Services department, the
Financial Advisor, the Underwriters, Bond Counsel, Disclosure Counsel, and the Fiscal Consultant
were all invoived with the review of both the factual and financial information provided in the POS.
In addition, much of the information contained in the POS was obtained from source information
believed to be reliable, including the assessed valuation data that the Fiscal Consuitant obtained
from the County. Summaries of the Redevelopment Plans and the legal documents were based
directly on information contained in such documents. The source of information for all tables is
indicated in the POS.

Should the Tax Revenues already received be identified and deducted from the total Tax
Revenue remaining for each Project Area (in order o determine the amount of Tax
Increment Revenue that could be used for new debt to make the loan repayments to the
Redevelopment Agency)?

The tax increment already received for each Redevelopment Project Area is listed in Table 1 under
“TAX ALLOCATION FINANCING AND LIMITATIONS ON TAX REVENUES - Pian Limitations”.
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17.

18.

19,

Please provide a description and examples of the type of debt to which this paragraph is
referring. For example, would Redevelopment Agency debt from City of San Diego loans
meet these criteria? The paragraph also refers to debt from the Housing Fund. What is

this?

California Community Redevelopment Law requires 20% of the tax increment generated by a
redevelopment project area 10 be deposited in the Agency's Housing Fund. Money in the Housing
Fund may only be used for the preservation, maintenance, improvement and development of
affordable housing. The Agency may incur dedt and collect tax increment after the limitations set
forth in the Redevelopment Plan if the Agency has nct complied with certain affordable housing
benchmarks.

How much is that loan (principal and inferest) and how much fax increment revenue has
been secured to pay the bonded indebtedness?

Please note the schedule which summarizes our responses fo your questions.

" Par Amount *
Existing Bonds

Series 1985 2,385,000 - fo be refunded by 2007 Bonds

Series 2000 1,620,800 - fo be refunded by 2007 Bonds
Subtotal: 4,605,000

2007 Bonds

Series 1885 Refunding 2,505,000

Series 2000 Refunding 1,780,000

New Money 12,890,000

Subtotal: 17,185,000

- All cuistanding debt in Southcrest will be refunded by the Series
2007 Bonds.

- The only debt outstanding in the Southcrest Project Area afier the issuance of the
Serigs 2007 Bonds will be $17,185,000 par amount of the Series 2007 Bonds.

- The average annual debt service {including principal and interast) on the
Southcrest 2007 Bonds is $1,143,317, which represents approximately
70% of 2008-07 tax increment {afier payment {o taxing entities).

*Preliminary, subject to change. Based on interesi raies as of 4/24/07.

Please provide the page number in the POS for that Plan of Finance,

The Plan of Finance section is on page 3 of the copy of the POS which has been attached to this
memorandum, '
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24. How much is the loan (principal and inferest) and how much tax increment revenue has
been secured to pay the bonded indebtedness?

SEDC's response to this question is summarized in the table below,

ar Amou

Existing Bonds
Series 2000 3,100,000 -fo be refunded by 2007 Bonds
Subtofal: 3,100,000

2007 Bonds
Series 2000 Refunding 3,480,000
New Money 11,465 00C

Subtotal: 14,925,000

- All outstanding debi in Ceniral Imgerial will be refunded by the Series
2007 Bonds.
- The only debt outstanding in Ceniral Imperial after the issuance of the
Serjes 2007 Bonds will be $14,925 000 par amount of the Serles 2007 Bonds.
- The average annual debt senvice (including principal and interest) on the
Centrat Imperial 2007 Bonds is $541,881, which represents approximately
55% of 2006-07 tax increment (after payment to taxing entities).
*Freliminary, subject to change. Based on interest rates as of 4/24/07.

21. Please provide the page number in the POS for that Plan of Finance.
The Plan of Finance section is on page 3 of the clean copy of the POS.
22, Should there be a plan of finance for Mount Hope included in the POS?

There is & Plan of Finance description for Mount Hope on page 3 of the POS. A cross reference to
the “Plan of Finance” section has been added to the Cutstanding Debt description for Mount Hope.
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By
St

24,

25.

Flease explain why the information provided in the Loan Agreement is different than the
information provided in the POS? Has some of the debt been repaid?

The following schedule summarizes SEDC's responses to your questions.

Par Amount
Existing Bonds
Series 19854 840,000 - wilf remain cutsfanding
Series 19858 3,085,000 - to be refunded by 2007 Bonds
Series 2002A 3.055,000 - will remain oufstanding
Subtotal: 6,980,000
2007 Bonds
Series 1805A 840,000
Series Z002A 3,055,000

Series 19958 Refunding 3.070.000
Subliotal: 6,665,000

- The Mount Hope Series 19958 Bonds will be refunded by the Series
2007 Bonds,

~ The fotal debt outstanding in Mount Hope after the issuance of the Serieg 2007 Bonds
will be 36,965 000 par amount of the Series 1955A, 20024, and 2007 Bonds.

- The average annual debt service (including principal and interest) on the
Mount Hope 19958A, 20024, and 2007 Bonds is $564,8408, which represents
approximately 44% of 2006-07 tax increment {after payment to taxing entities).

- Par amounts listed in the POS are lower than those listed in the Loan
Agresments due io repayment of principal over the years.

“Prefiminary, subject to change. Based on Interest rates as of 4/24/07.

Would the debt owed fo the Redevelopment Agency reduce the maximum amount of Tax
Revenues that could be used by the Southcrest, Central Imperial or Mount Hope Project
Areas to pay for new debt service? How is the debt fo the Redevelopment Agency
accounted for in SEDC’s financial disclosures in the POS, and where is it shown?

To clariy, the loans are between the Agency and the City and are payable from tax increment
generated from the Project Areas administered by SEDC. To the extent this debt is paid from tax
increment, the amount would count against the tax increment limitation for such Project Area. The
debt to the City is described under "Cutstanding Debt” in the description of each Project Area.

Is there any other debt that is owed by the SEDC Project Areas to the Redevelopment
Agency or anyone else that is not disclosed and/or that may affect the Redevelopment
Agency’s ability to pay back the debt it owes to the PFFA, the City or anyone else?

There are confracts listed in the Statement of indebtedness for varicus services, The amount
actually paid to the service provider may be less than the amount listed on the Statement of
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26,

27,

28.

Indebtedness depending on the degree to which the service provider was used. For the 2006-07,
the amount of contracts is $35,623 for Southcrest, $24,257 for Mount Hope and $413,946 for
Central imperial. The Central Imperial figure includes $97,568 for legal services, $64,168 for
Planning and Design, $53,395 for Project improvements and $195,375 for mitigation payments.
Lheseamounts are described under "Outstanding.Debt” in the description of each Prolect Areg,
and are not expected to impact the Agency's ability to repay its debs.

In order to defermine if the Debt Limit has been excesded, would that amount be subtracted
from the Debt Limit amouni? Is this correct and has the Mount Hope Projfect Area exceeded
their Debt Limit?

The Debt Limitation in the Redevelopment Plans only limits the amount of bonded indebtedness
that can be outstanding at any one time. Theloans from thé&CItV o the Agency are not included in

Ahis limifation, Also, any debt that is repaid does not count against the limit (i.e. if there is a $100
limit, $60 in bonds are outstanding and $40 is paid off, then Agency may barrow up to $8C million).
None of the Project Areas will exceed their bonded indebtedness limit as a result of the issuance of
the Bonds.

Would the existing debt combined with the new debt cause the Debt Limit to be exceeded or
does the Debt Limit amount that is shown include existing and/or new debt? if not, is it
legai and shouldn’t it be disclosed in the POS?

Please see Response No. 26.
Would the existing debt combined with the new debt cause the Debt Limit to be exceeded or
does the Debt Limit amount that is shown include existing and/or new debt? If not, is it

legal and shouldn’t it be disclosed in the POS?

Please sse Response No. 26.

CYSkk

Mayor Jetry Sanders

City Attorney Michael Aguirre

Deputy City Attorney for Disclosure, Mark Blake
Chief Financial Officer, Jay Goldstone



FROM: Councilmember Donna Frye

COUNCILMEMBER DONNA FRYE
City of San Diego
Sixth Distriet

MEMORANDUM
DATE: July 9, 2007
TO: Mayer Jerry Sanders

City Attorney Michael Aguirre
Deputy City Attorney for Disclosure, Mark Blake
City Auditor/COO/CFQ, Jay Geldstone

SEDC President, Carolyn Smith

SUBJECT:  July 3, 2007 Memorandum from Carolyn Smith regarding the 2007
SEDC Tax Allocation Bonds

On July 3. 2007, my office received a memorandum from Carolyn Smith, President of
SEDC, regarding the 2007 Official Statement for the Bond Issuance. The following
questions/issues remain to be answered.

I

[

Please provide a copy of the legal documentation/opinion citing the specific
statutes that support SEDC s contention that the debt Hmit for each project area
need not include:
a.) The debt (including interest that will accrue) owed to the City of San
Diego
b.} The interest on the bonds

On page 29 of the Official Statement, Table 1, the fourth column is titled Tax
Inerement Revenne Limit. For each project area within SEDC, please provide a
list of all current debt types and amounts that would be counted against the Tax
Increment Revenue Limit

SEDC has outstanding debt that it owes to the Redevelopment Agency. The
Redevelopment Agency is required to repay that debt to the City of San Diego
{both principal and interest). According to the most current information available
as of June 30, 2006, in the SEDC Administered Project Areas there is currently
$71, 698,972 in debt owed by SEDC to the Redevelopment Agency. Please
provide a copy of the loan repayment schedule for all SEDC Project Areas’ debi.
owed to the City of San Diego by the Redevelopment Agency, the percent of
interest and the funding source for that deb.



4. The debt owed to the city by the Redevelopment Agency on behalf of SEDC is
aceruing interest and that should be disclosed in the Official Statement for each
SEDC Project Area, under the heading “Outstanding Debt.”

CC: Honorable City Couricilmembers
Independent Budget Analyst, Andrea Tevlin

2
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Via E-Mail and Hand Detivery Soutkesiten
Eetsoniic
Memorandum D?“aﬂ[}fﬂ“?“{
orprjmmn
Date: July §, 2007 TUATTTS
: 126200
. g et - i I3 LR .. ) C weensedoine com
To: Counell President and Members of tha San Diggor City Councll
From; Carolyn Y. Smith; President\”

Subject: Response fo the July 8; 2007 Memorandum from Councitmember Donna Fye;
Regarding the 2067 Tax Allecation Bonds

The followiniy s the resporse 15 the questions submitted n' & memorandum prepared by Counclimembir
Lonna Frye dated and receivad on July', 2007

7. Figase provide a copy of the legal documentationfopinion citing the specific statufes. that
support SEDC's contention that the debt limit-for each project area need not includa:
a.  Thedebt (including interest that will accrue) owed to the eity of San Diego
h.  The interest on the bonds

Att_a‘ahad o this memorandum is & oopy of the response fo this question prepared by
Garl Rbbinson, Bond Counsel and submitted to Counallmsmber Fiye via &=mail on Juhe 14, 2007
{Attachment No. 1),

2. On page 29 crf: the Official Statement, Tgab‘fe' 1, the fourth column is tled Tax Increment
Revenue Limit. Foreach project srea withis SEDC, please provids & list of 51l duirrent debt
types and amounts that would be counted against the Tax Increment Limit.

For five purpose of distlosing the Quistanding Bonded Indebtedness, on page 28 of the Official
Statement {08}, Table 1, under tha third colurmin, the-amounts of autstanding bended indetitednsss
have been jisted by project drea. Aftached is a copy of the Statement of Indehtedness (Aftachmient
No. 2) as of fiscal year ending 2006-2007 fak year. This document was prepared by the Clly
Auditor and lists the bonded ndebledness and the subordinate indebiedness for the subfect project
areas,

3. SEDC has outstanding debt that it owes to the Redsvelopment Agency.. The Redevelopment
Agency is required to repay that debt to the City of San Diego (hoth principal and friterest),
According o the most currént information available as of June 30, 2008, in fhe SEDE
Administered Projéct Areas there s current $71,698,872 in debt owed by SEDC fo the
Redevelopment Agency. Flease provive e copy of the Joan repayment schetiute for all

4309 Inperidt Avenue + Sule- 2 - Sy Do, Colformiy 92113
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President and Members of the Clty Gouncll

July 8, 2007
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CYSiki

SEDC Project Areas’ dabi owed fo-the City of San Diego by the Redevelopmant Agency, the
percent of interest and the-funding sources for that debt,

As previously addressed in our June 11, 2007 memorandum responding to Counclimsmber Frye's
May 22, 2007 memerandum, any debt incured as a consequence of SEDC performing its
redsvelopment obligations on the behaif of the Redevelopment Ageney. is a debt of the
Redsveloprment Agency ard not SEDC. Sincs this tyse of debt is subordinate fo this bonded
indebtedness, and per resolufions approving the indebledness, the debtis payabie (from the {ax
increment) accrued in the adopted project areas &s: soon as it Is pragtical. A loan rapayment
schedule has not been required by the: City/Agancy, The City Audilor, however, has prepared
schedules of oulstanding debt whigh includes the intersst rates which SEDC will forward, o you
under separate cover, ‘

The debtowed to the cr?éy’ by the Re:dévéft)pm'ehffz.ﬁigeﬁc-‘y‘ on befalf of SEDC s aceruing
interest and that should be distlosed in the Official Statement for éach SEDC Project Area,
under the heading “Outstending Debt”

The cebt owed (o the City Is described as “long-term lgans” under “Outstanding Indebtadness” for
each Redevelopment Froject Area. Since this debt is subordinate to the bonds, and the general
essumpion for & "inan™is that it would be interest heating, we do.no! befieve it is material to modify
the Official Btatement to/indicate that the Clty loans are accruing Interest

Aflachments.  No. 1 Carl Rebinsan-Memorandum Dated June 14, 2007

No. 2 Statement.of [hdebtedness - Caniral Impisfial, Mount Hope and Southerest)

Mayor Jerry Sanders wiattachments

Michael Aguirre; City Attorney wizttachments

Mark D. Blake, Deputy Atemey fir Disclostie w/attachrients
Jay Goldsteng, Chief Finandial Officer wiattachments



ROBINSON & FPEARM:

ATTORNEYS AT LAW
1606 Via Corona
La Jolla, California 92037
Los Angetes Gfffce: Phoner {858) 454-0901
555 W FIfih Stregt. 317 Floor Fix: (8583454-9770

Los Angales, California 58083 erobingin@olindotysaninhicem

W LLP

Ocearsids Office:
2170 Bl Camino Real, Second Floor . )
* mne feal, steond File No.S401.016
Aeeunside; Cudifirnin O2054 ‘ - : a2 T
Jume 14, 2007 : .

BY EMAIL ONLY
Honorable City Council
City of Sant Diego
202 C Strect
San Diepo, CA 92101
At Councilmember Dosina Frye

Limisation on Bonded Mdebtedniess; City Loais
SEDC Financing, Transaction

Ladies and Gentlemern;

Dattended themeetings on Tuae 12, 2007 of the. City Céuiici! and of the Board of the
Redevelopment Agetcy of the City af 8ait Diege (the “Ageney™) us Bond Ceunsel for the:
proposed sale by the Publie Facilities Financing Authority of the'City of San Diego of two series
of Pooled Finenving Bonds (the “Bondg”) for the benefit of the Agency’s Southerest, Cenh 3
Imyperiai and Mount Hope Redevelopment Priject areas (the “Projéct Areas™). Durb g the
meetings, Councilmember Frye reguested. that T provide her with the basis of m W statement made
during the Board meeting that the *Debt Limit” appearing in Table 1 of the draft Preliminar ¥
Official Statement (“FOS”} referred toa limitation on bonded indebtedness outstanding.at any
one-thme rather than a limitation of general ind ness. My staterient was based o iry
‘BCOHLLL}QE’} of the zcdevdopment plam ’fm the iject A:eas &nd on my recsllecaen of anci

Hmi h and dfeiy Code (Sectmus 33{}(}0 et seq}

Section 620.6 of the Redevelopment Plan for the Southarest Profect Area states in full: “The
amount of bonded indebtedness to- e repaid 1n whole orin part from taxes allocated to the
Apency pursuant to Section 610.2, which can be outstanding.at one time shall not exceed $26.1
million [emphasiy added].” A simftar provision appears as bection 620.6 of the Mount Hope
Redevelopment Plan, The Cenfyal finperial Rﬂdeve]opment Plarhias a similar Hmitafion {each
setting different dollar imits). Those provisions satisfy the requirements of Section 333341 of
the Calitornia Health and Safety Code which states [conceiiing redewlopment plang! as follows:
“If the plan duthorizes the issuance of bonds to be repatd it whole or in part from the aliocstion.
of taxes pursaant to Section 33670, the plan shall establish a limit on the amount of bonded
indebtedness which can be outstanding at one time without an amendment of the plan,..”

COR SELCH16:Frye Lisd61407

Attathrment No. 1



Councilmember Frye
Limitation on Bonded Indebtedness
June b4, 2007

bt listeing to Councilniember Frye™s quistions to Mr, Blalce during the.arieeting, | notided
fhat the captioi for thie “limit on borided indebtedngss cutstanding at ane time..” had been
shortened in the TOS to “Debt Limit”, presumebly to better {it thespace available in Table 1. i
suggested fo Disclosure Counsel that a longer caption (or a footnote) on that table might be
helpful and ther niade my statemient in réspotise to Coundilmember Frye’s questions.

[ was asked whether interest payable on bonded indebtedness should be counted under the
limit on bonded indebtedness outstanding et one time. Interest.on bonds payable on a regular
sehedule (sometime referved to s current inferest) is norially not considered outstandingrunless
overdue; said differently, if currentinterest is regularly paid on time (lere April 1 and Gotober 1)
such interest is not considered ourstanding for this purpose. The primery resson is that if the
principal amoust of the bonds is paid in full;, no future interest will be-due-or payable. Note that
(1) if the Agerey defaulis on the scheduled payment of itterest on bonded indebtedness of (2yif
interest is accumulited of acereted on bonded indebtedness and not paid (zero coupsn bonds or
capital appreciation bonds), a different answer might result, but neither of those situations (a
defenudt ora zero coupon bond)is enticipated in this case. A technical argument might be made
that up to six months of interest of the Boads-could count against the eap in our case. Bond
lawyers draftinga Yonded indebtedness limit generally take careto deaft the cap as g Tt o e
prinecipal ampunt of bonded indebtedsess outstanding to eliminate the possibility that some
court could decide to count any interest (much less current interest) as included under the cap. In
this case, the Apendy Las enought room remainiiig under the cap to accomimedate an unexpectad
ruling (under the imperfect language of the Section 33334, 1) that up to six months of interest on
this bonded indebtedness mmight be viewed as: outstanding.

There are a number of teans from tie City te the Agency (the “City Loans”) payable frorm the
Project Areas oh abasis subordinate to the Agency s bonded indebtedness. 1 was asked whethey
the City Loans sheuid count againstthw Hmit-on bonded indebtedness discussed gbove. T do ot
and have not viewed such related parly internal debt as bonrded ndebiedness under the provisions
discussed above and | mm sot aware of other firms or entities who take a contrary view. Tlhe City
Loans are ertainly indebtedngss and my understanding is that they are listed on the Ageney’s

" Staterment of Indebtediness and i the Agéhey’s financial statéments, Redevelopmient law places

a namber of Himitations on the incurrence of and payment of indebtedness (See Heath and Safety
Code Sections 33333.2 aid 33333 4, for examples), and the City Loans count as indebtedncss for
many purpeses. Both redevelopment law and redevelopenent plans ose “indebtedhess™ and

“bonded indebtedness” in separate and not interchangeable manners, 1 believe that those words
are intended to mean different things.

[ have attached to this letter a.short unsourced commerntary on “City Loans” which vou may
find useful. [ appreciate having the opportunity o be of service to the Agency and the City.

Very truly yours,
st Car! Relinson

Carl C, Robinson

CCR SEDCO1S: Frye LIi06T447
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STATEMENT OF INDEBTEDNESS - CONSOLIDATED
FILED FOR THE 2006.2007 TAX YEAR

REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO

Hame of Bedevelopment Agency

Mame of Project Area CENTRAL IMPERIAL
) ) ) . ; Currant
Balances CarfedForward Frent: Total Pringipalinterest
Lins Outstanding Debt Dua Duwlng Tax'Yaar
Fiscal Peripd - Totals (From Form 4 Page 1 Totals) (4 32,666,228 28,987 888
[Optiorial) _
Post Fiscal Period - Totfals {From Forn 8 Tetalg) . {2 0 0

L) 52,8686 778

Grand Totals
Available Revenues
From Caloulation of Availabis Revenues, Line § {4} B3,178

53 37,365,053

Net Requirement

Cansolidate on this form all of the data conteined-on Formi A and B {including supplemental pages). Formi A is to include all indebtedness
enteret info as bf June 30 of the Fiscal Year. FormB may be filed gt the cption of the agéncy, and s o include indebledness entsred

into post June 30°0f the Fiscal Year, pursuant te Health and Safsty Code Section 33575{c){2). This is optional for each agency and is nota
requirement for filing the Statement of indebtedness. Tha Reconciliation Stalement is to'include indébladness from Forrn Aanly.

Ceriification of Chief Finaneial Officer: :
Pursuant io Section 33875 (b} of ibe Health and Salely Cods, Lowrehoe Tamanek, Assistant A
| hereby certify that the abuve 1S & tiue and aceurate Statemani Haime

of indebtedness for the above named agsney,

torantd Complioller

Attachment No, 2




STATEMENT OF INDEBTEDNESS - FI§

FILED FOR THE20068-2007 TAX YEAR

REDEVELOPMENT AGENCY OF THE CITY OF BAN DIEGO

L YEAR INDEBTEINESS

Name'of Redevelopment Agency
Mame OF Priject Area.

CENTRAL IMPERIAL

Egr lndebiednass Entered into as of Juns 30, 2008

Form. A
Bagz 1 of 2

Original Data Current
interast Totat Tatal I Biincipalinterest

Deht fdentification Date Pringipal Tarm Rata interast utstanding Qebl ng Tax Year
(A7 GITY LOAN 630005 18,080, 182 NIA £.00% 8,606,674 28:512,242 20512282
Y AGREEMENT WITHCITY OF SANDIEGS | 0B/30/05 172132 FIA BIA b} o 0
16) CONTRACTS - OTHER AUMINISTRATIVE U6/30/05 18,798 NIA N/A 0 D o
(D) OPERATING AGREEMENT WiTH SEDC 06630105 1,057,808 RiA /A 0 0 a

4. 45% -

(£y SERIES 2000 BONDS 0501400 3,385,000 30 £.80% 4,368,473 3,160,000 264,870
(£} CONTRAGTS - LEGAL SERVICES n7/a102 2,200 NIA - TIA o] 07,568 07,556
(5] CONTRACTS - PLANNING AND.DESIGN hptisklar: 7141 NIA HIA 0 64,168 54,168
(HY CONTRACTS - PROPERTY MANAGEMENT | - 07/01/02 84,984 NIA Ny ) 3443 3.443
(I LONTHASTS - PROJECT IMPROVEMENTS | 07/01/02 388,108 NiA RIA. 0 53,395 53,395
i) CONTRACTS -PROGRAM MANAGEMENT G003 MA L NA o o
Sub Totl,
This Page 32,600,853 28,752.523
Tatal Forward
From-All Other Pages 185375 185,375
Titals,
Hsond Yenr Indebleduess o 32,888,228 20,587,698

Fugpose ol idebiedniss,

(A} CENTRAL INMPERIAL REDEVELOPMENT PROJECT

(B] CITY OF SAN DIEGOADMINISTRATIVE SERVICES

o) OTHER ADMINISTRATIVE SERVICEE FOR SROJECT AREA

() SEDC ADMINISTRATIVE SERVICES

{F) LEGAL SERVICES FOR PROJECT AREA

(G PLANNING AND CESIGN SERVICES TOR PROJECT AREA

I

i

FROPERTY MANAGEMENT FOR PROJECT AREA

il

PROJECT

PROVEMENTS FOR PROJECT. AREA

{J) PROGRAM MANAGEMENT




STATEMENT OF INDEBTEDNESS - FISCAL YFAR INDEBTEDNESS
FILED FOR THE 2008-2007 TAX YEAR ”

Name of Redevelopment Agency REDEVELOPMENT AGENCY OF THE &ITY OF SAN DIEGD

Maine of Project-Area CENTRAL IMPERIAL

For Indabtedness Entered into a3 of June 30, 2008

Fhrrmi A
Fapeq of 2

Original Data . Current 1
‘ ‘ , Iivterast Total Toial Principaifinterest
$ebt. Identification Date Prineinal - Tern Rate interest Guistanding Debl | Dus Dusing Tax Year
tA) MITIGATION PAYMENTS 0B85 181,250 NIA NiA 185,375 185,375
(3] LOWMOD HOUSING SET-ASIDE D703 232,845 NIA NFA a o
{G) COUNTY ADMINISTRATION FEE. 07701/G3 11,370 N/A Wi gl g
i) TAXING AGENCIES, 0701403 17,378 NAA NFA 8 g
IE) BRAF RAYMENTS DFfov 10,008 NIA HiA 0 0|
Tofal
Lnis Page 195,375 185375

Putpose of Indebiedness:

(A) MITIGATION PAYMENTS QRLIGKTIDN S G
(B) LOWIMOD HOUSING SETASIDE NET OF COUNTY ADMIN FEES {H)
{Cy COUNTY ADMINISTRATION FEES _ _ {8
0 TAXING AGENCY PAYMENTS . W
{(E} STATE EDUCATIONAL REVENUE AUGMENTATION FUND PAYMENTS Wy

(F)




Form B
{Splional)

STATEMENT OF INDEBTEDNESS - POST FISCAL YEAR _zcmm%mmzmmm CGNLY
FILED FOR THE 2006-2007 TAX YEAR
To be used only if the agency wishes 1o Include Tdinbiadricss entered Inle after June 30

Narie of Redevelopment Agency REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO
Name of Projest Ares CENTRAL IMPERIAL

For ndebtadness Sntefed Into as of June 30,2008

Silginal Data m Current

interast Tofal Total ‘ Principallintérest

ekt dentification Date Prinsipal Tarm Rate interest Outstanding Debt Due During Fax Year

(D)

L&)

)

(G)

(th

o | | -

1)
K)

L)

Tutals,

Post Fiseal Year ndebtodiess.

Purpose of indebtadness:

(A} &) .
(B) ) ik

G (

D) - (i

{E} K .E




RECONGILIATION STATEMENT - CHANGES IN INDEBTEDNESS

Nafpe ol Agency

REQEVELOPMENT AGENCY OF THE CiTY OF sAl DIEGO

Mae of Project Arsa  CENTRAL IMPERIAL

e

2068 o Jine 30, 2068

“Bage tof2

Tax Year ' Z008-2007 Reconcifiallon Dates: July 1, : )
] A 8 ] D E E_
. Debd idenifcalicn: Outstancing Datit | Adiustrieils Amcucts Pald Agslnst Hemaining
561, page atid line; Bt Al Beg Iheregses Debreasds : Indablednass, from: Balance
i Desciiplion Indebledness  ¥Allach ExplaniioniAttach Explanalion)  TexIncrerdient | Other funds (Ar8-G-D-E)
A (GITY LOAN. 46,671,826 2,640,455 a 0 o 29,312,287
B AGREEMENT WITHGITY OF SAN DIEGD 0 122,287 0 110,997 1,280 0.
© {CONTRAGTS - OTHER ADMINISTRATNE o TEET 0 #1,605 33,602 G
1
0 {DPERATING AGREEMENTAWITH-SEDC ks 1417587 D 510,250 802,297 9
1
£ |SERIES 2000 BONDS 3,210.000 204,085 0 197327 5LESE 3,160,600,
1 ey 3
Fofime ¢ IGONTRACTS.- LEGALSERVICES 135583 211,70 a {8,543 97,568
1 1 )
5 G |CONTRACTS - PLANNING AND-DESIGN 156,278 A0 544 ] 70,037 62564 B4,168:
1 {Po q
Mo jtioe W O[GONTRATIS - PROPERTY.MANAGEMENT e 32084 1) 24,268 4278 3,443
Fg i g 1
Line 1 e 1 ICONTRACTS - FROJECT 4PROVEMENTS THESS g 13,257 o 7,504 53,365
Pg 2 |Pa H
ne A e 4 HOONTRACTS - PROGRAM MANAGEMENT o 65,142 o 45,820 20,922 g
TOTAL-THIS PAGE 30425570 4808 362 13,257 1,091,200 1,137,022 32,590,854
TOTALS FORWARD a 502,631 o 787,250 8 195,375
TOTALS 30,125,970 3,057 1,137,022 32,886,298




RECONCILIATION STATEMENT - CHANGES IN INDEBTEDNESS Page2 672
Name of Agancy REJEVELOPMENT AGENCY OF THE CITY GF 8aN DIEGO .
Marng of Project Arez GENTRAL IMPERIAL

, : A j B | S B E
o N Cuistanding Debi Adusiments . Anstnis Paid Aga . Remiaining
391, prgtand line! Biiaf Al Beginning icrdases Decreases Indabtedness, froim. Balance
Sjde s Curtent M Desgiiplion ) Indeblednads  {alach Fxp i i Tax increment. Other Funds (A+B-C-D-E)
Py 7 P 2
e B e A IMITIGATION PAYMENTS : o josars | a . ol g 195,375
g 2 g 2 )
Ume O ke B AOWAIOD HOUSING SET-A-SIDE? , 8l  a@bzann G 382380 ] "]
2 2 . ,
) ey IATIGN FER 0 17,569 o C A75EY g 0
2 e 2 : :
£ hine 5 ITAXINGASENCIES a 305,554 8 @l . 305854 g
o 2 P 3 ‘ )
Gne B ojlee £ ERAFPAYMENTS . o) 91,733 i : 91,733 2 . |
Lng
i
Ling
Pg
e
Fg
{ine
Pg
S Line
ol 942,631 ] 797058 0 405375
o Feeof $3 817,79




CALCULATION OF AVAILABLE REVENITES

AGENGY NAME  REDEVELODPMENT AGENGY OF THE CITY OF SENDEGD

PROJECT AREA  CENTRAL IMPERIAL

TAX YEAR Zo0B-2007

Resoneiiation Dates:  July 1, 2004 ToJine 30, 2005

-

. Beginriihg Balanoe;, Avallable Revenues . SaESElE
(See ingtriictions)

2. Tex Intrement Recelved - Gross 1,928 485
Al Téx Increment Revenues, to inclde sny Tax Incremarit
paseed through to other focal laxing agencles,

o

. Al ather Avallable Revenues: Received : 24215
{Sew Instructivns)

4, Revenues Tromvany other sourse, Inoliided
i Colmn E of the Recnﬂatl!atinn
Staternant, but notinclsded i (f<3-above-

L137.022

5, Sumof Lines 1 thioGgh 4 3,546,653
8. Total amounts paid against indabledhess 3025478

in previous yeasr. (B« B'on Recontiiation: Statement)

7. Aveiiable Revenues, Bnd of Year (3-8} 3521375
FORRARD THIS AMDUNT TO STATEMERT OF (NDEBTEONESS,
COVER PAGE, LINE Y

NGTES

Taxincrsment Revenues:

The ottiy amourmis) fobe exciuded as Tax inoremest Revenue'are spy amounts:passed thruugh to other loca) {axing
BgEnciEs pUrsunnt o Health and Safely CodeSection 33678, Tax intrement Revémiosel-uside | iy ik o and
Woderale indome Housing Fuhd will be Weshet iy the wlioVe valsulation, end therefoF amitied frapy Avallanle
Revenues as.yesr end. .

ThIsrepresents sny peyments from aay sotrce atharthan Tax nerement OR valable revenues. For instance, 3
agency funds & project with :btnd {Ssue. The prmqur SO Inclided s DEpnsiian Ddvatapinent Agrdehienl (DDA
which was. fully satisfied with these Bond proveeds. The: DDA woul idibe shown an the Racensiliation Statement
s fully repaid under the "othes” column (Cu! £}, but With funds that e nalther Tak ingrement, net "AvaiiEble Revenues
as defifer|. The amounts used.to satisfy'this DDA Woilld be’ inclizded on line 4 ahove In ordar toaccuralely
detenmine snding "Available Revenies”,



REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO

CENTRAL MPERIAL

FPage Line
"8 THED 226 Additierial Principsl
1,890,280 Additional Interest

1 A5 2640458 Increase in City Loans
1 B 122,287 Agreement with the City of San Diego
1 G 75,507 Centracts - Other Admiristrative

1 D 1,412 587 SEDC Administration

1 £ 204,885 Series 2000 Bonds interest

1 F 211,779 Inerease: in Contracts for Legal Services

1 G 40,544 Increase in Contracts for Planning and Design
1T W 32,084 Incredse in Progerty Management Corfracts

4 ! {13,257} Decrease in Project Improvement Contracts

J 656 142 rcrease in Program Management Contracis
2 A 195375 Increase in Mitigation Payment Obligation

2 B 3823'8’0 Inerease it LowMod Housing Set-Aside

Z C 17,589 Increase in County Administrative Fees

2 D 305554 Increase in Payments to Taxing Agancies

2 E Q1T33 Increase in ERAF Payments made o State of California

$5785'}38 Nat increase in diebf




STATEMENT Of INDEBTEDNESS - CONSGLIDATED : Caver Page
FILED FOR THE 2005-2007 TAX YEAR

Name of Redevelopment Agency REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO

MNamie of Projett Area MOUNT HORE

o Carrent
Balances Carriad Forward From: Total Pringipatinierest

Line | Culslending Dabl Oue During Tax Year
Figcal Period - Totals {From Fofm A, Fage 1 Tolais) {1 15,213407 | 4,985.041
{Opticnal)
Post Fiscal Parlod -~ Totals {From Form B Totals) {2 G, 07
Grand Totals ) 10,213 407 4,098,041
Available Revenues:
From Caiculation of Avallable Revenues, Line 7 id) 808,450
Net Requirement {5) 94086 057 ;

Cobsulidate on this fofin all of the date cantzined on Form A and B {Including supplemental pages). Form A s to inciude all indebtedness

eritered into as of June 30 of the Fiscal Year. Form B may be filed 4t th

plion of the agency, and is to hclude indebtedness entered

into post.June 30 of the Fiscal Yedr, pursuant to Health and Safety Code Saction 33675(c)(2). Thils is oplional Tor eachi agéndy and'is not a
requirarment for filing the Statement of Indebtednass. The Reconciliztion Stalement is o include ihdebtedness e Form A only.

Certification of Chief Finansial Officer:

Pursuant to Section 33875 (b) of the MHealth and Safety Code,

{ hereby cerlify that the sbove ig a trie and decuraie Siatemert
of indebledness for the above named agendy.

Reov. 8/3/94

Lawrence Torignek, Assistant Auditor and Comptroller

MName

Attachment No. 2



Name of Redevelopment Agency
Naite of Project Arsa

STATEMENT OF INDEBTEDNESS - FISCAL YEAR INDEBTEDNFSS
FILED FOR THE 2006-2007 TAX YEAR

FEDEVELOPMENT AGENGY OF THE GITY OF SAN DIEGEO

BOUNT HOPE

Faor Indebtadness Enfarad jnto as of Jine 36,2008

Form A
Page 1 o6f2

Pumdse of indeliadness:

A

MOUNT HOPE REDEVELOPMENT PROJECT AREA

A
(8] CITY OF SAN DIEGD Al STRATIVE SERVICES

{C) OTHER ADMINISTRATIVE FEESTOR PROJECT AREA
(D) SEDC ADMINISTRATION

(&)

SERIES 1995 BONDS FOR PROJEST AREA

‘Original Data . R Gurrent
- . . . Inferest Total Tota! Principal/interest |
Debt [deniificalion Datg Principat Term Rate Interest Dulstanding Debl | Due Suing Tax Year
As bf
{4 _CITY LOAN - GB/3G/05 39183141 WA | 5A0% 477,431 4,481,150 4,481,150
i Asof :
B AGREEMENT WITH CITY.OF SAN SIERD asisnas 51,587 NI A ] 0 0
(Cf CONTRAGTS - OTHER ATMINISTRATION | 06/20/05 15686801 . NA i o 0 G
(D) SEDC ADMINISTRATION D8/30/05 155673 | Nis N/A 9 0 0
4id- . i

(F) SERIES 1805 BOADS QRS 5,155,000 25 8.20% B.636,882 3,264,000 367 434
(F) SERIES 2002 BONDS GT/01D2 3.055.000 25 5.0% 4,324 887 2:444,000 | 122 900
(G) CONTRAGTS - LEGAL SERVICES 4rioing 10,708 /A KA 2] 6,620 5,620
{H) CONTRAGTS - PLAKNING AND DESIGN D703 31,157 NIA NiA 9 14,108 14,109
(I} _CONIRACTS - PROPERTY MANAGEMENT [ 08/30/05 7,585 HIA, Min 0 ¢ 9
(i CONTRAETS - PROJECT IMPROVEMENT GB35 5,000 NAA BiA 63 3528 3,528
Suk Total,
This Page 10,213407 4,995,041
Total Forward

From All Other Pagis- G 0
Tatals, i
Fiscal Year Indebtedness ) . o - 10213407 | 4,995 041

(F) SERIES 2002 BONDS FOR PROJECT ARFA

{(G) LEGAL BERVICES FOH PROJECT AREA

PLA

GAND DESIGN SERVICES FOR PROJECT AREA

CPERTY MANAGEMENT FOR PROJECT AREA

() PROJEC
i

Tt
b

APROVEMENTS FOR PROJECT AREA




STATEMENT OF INDEBTEDNESS - FISCAL YEAR INDEBTEDNESS . Form A

FILED FOR THE 2006-2007 TAX YEAR Page 2 of 2
Mamig ol Redevelapment Aganay REDEVELOPMENT AGENGY OF THE EITY OF SAN DIEGO
MNamie of Froject Area MOUNT HOPE
Farindeblednass Entered Intd as pfJune 30,2006
Crigingl Data _ E ‘ Currant
, 3 Jrterest Total . Taotal Principalfinterest
Debt Identification Date ~ Principal Term Rate nterest _Ouistanding Deb! | Due During Tax Year
{A) BOND SALE FXPENSE : 06/30/05 B.959 | NA NA f a 0
(5 CONTRACTS -PROGRAMMANAGEMENT | 08/30/05 | 5,840 /A BIA g 0 g
[Ty LOWMOD HOUSING SET-ASIDE 08/30i05 231,198 NIA A : ol B 0
(D) COUNTY AUMINISTRATION FEE QBI30/05 88181 WA BA M g 0 g
(£ ERAF PAYMENT _OBI30HE 85,000 NiA NA 3 &) ‘ ]
. 0 0

Purposa of ndebledness:

(A) BOND SALE EXPENSE

{B) PROGRANM MANAGEMENT FOR PROJECT AREA

) LOVHNOD HOUSING SET-ASIDE NET OF COUNTY ADMIN FEES
() COUNTY ADMINISTRATIVE FEES
() STATE EDUCATIONAL REVENUE AUGH
e

[

TATION FLND PATMENTS




STATEMENT OF INDEBTEDNESS - POST FISCAL YEAR INDEBTEDNESS ONLY

mu:z mﬁ m.Qm .ﬂxm Moom;mmmw TAX YEAR

Name of Redevelopment Agency REDEVELOFMENT AGENGY OF THE CITY OF SAN DIEGO

red inlG after June 30

Hame of Project Aroa MOUNT HOPE.

For Indebtedness Enfared into as of June 30, 008

Form B
{Cplinnal)

Ozmmmmu U%m

_beébt identification

. Current

Date

Principal

Term

Rate

interest

Totsl

Interest

Total
Cutstanding Débt

Principaiilnterest
Due During Tax Year

A

B)

(L)

ﬁm_mm

Purpose of indebiedness:

(A LOWMOD HGUSING BET-ASIDE (=)
(%) BEDG ADMINISTRATION ()
© (0]
(©) )
& ) (K}
{F L)




Nawmiz ol Agar
Nanig of Project Area

RECONCILIATION STATEMENT - CHANGES IN INDEBTEDNESS
; REDEVELOPMENT AGENCY. OF THE CITY-OF SAN DIEGO :

MOUNT HOPE

Page 1 of 2

“Fax Year Z006-2007 Reconciiaiion Gales, July '3, 2085 Te June-30, 2806
A B w o _ E
_ Dabl identifcation: Diststanyd wil Adjuss Adiigunts Pald Agairist
S0, page 3nd fine: Al Baginning ncragses indebledness, ffom: Halance
¢ T Culra Yr Deser Indebledness  [Allach Explapation ah implanabion;  Tax incremend Other Funds: {(A+BL-D-E)
1 iFg 1 ‘ . .
A Jthe & [GITYLOAN 4,505,745 25,405 o : L a A4:481.150
1 iPg 1 : j ;
8 juna 8 |AGREEMENT WITHGITY OF SAN DIEGU G 44,893 ] o 44,893 i 6
i ifFg 1
Coihe G TRATION ) B2,937 | 0 82,037 0 ]
t (Fg 3
o fiite D 0 113,210 o 113,246 i} 2}
i 17 1]
£ lue £ {SERIES 1595 BONDS 4,225,005 Zn7.022 #45,000 358,651 g,3571 3,264,000
+ iPg i )
F e ¢ |BERIES 2007 AONOS 3,055,000 128 200 11,000 102024 176 2 448 e
i |Pg i
6 e 6 |CONTRACTS- LESAL SERVICES 15,008 4 3,076 3,868 3,425 §.620
i g i
B ojtke  H 173000 5,450 Q 4,333 5,308 14,108
A5 + iy b
bre | ibee 1 IBONTRAGTS - PROPERTY MANAGEMENT 0 9455 o 9,855 i 0
£y i jFg 1
e 5 lome  J ICONTRAGTS - PROJECT IMPROVEMENTS 1,691 21,058 i) 3,387 5,834 3,524
726556 25,124
361,864 [ 0.
S 1,000,780 28124 10,243,407




RECONCIHLIATION S8TATEMENT - CHANGES IN _Zwmm.ﬂmmzmmm

OPRMENT AGENCY OF THE SITY OF 54

fy 1, 2008 Te June 30, 2006

Tax Year 2gosdoey
A B e A
] Oaﬁmwmna_:m Debl Adjustmeals | Amounis:Paid Agalest
500, page an - Biiaf i lncragsas Dewedses indeblednass. fg Balance
3 ‘. Description Eness lach Explan: Aach Buplanatir Tax Increment Citer Funds ABCDE)
2 2
A lwe & BOND SALE EXPENSE i ¢ 200 P {2200 G o
z |rg Z ’ . :
8 |ume B CONTRAGTS - PROGHRAM MANAGEMENT . L] 2,265 ] 2,255 0 k]
{2 PR z
tinn o G LOWMOD ETARIDE® a 258,223 £ 458,223 ¢ 0.
Py 2 |Pg ¥ o
Lina & ibne o JCOUNTY ADMINISTRATION FEE . ¢ 8.516 i B.515 4 0.
=] 2 iPg 2
e E jthe  E IERAF PAYMENTS : g 85,560 X 55,000 0 4
Pg .m»w )
iLing ”Eam
P P
i Ring
Rg
{ine . . : i
Ag m
Pa
tine o
Py ]
L tine
Bg Py
tine Line
] gl 67,604 g G




CALCULATION OF AVAILABLE REVENUES

AGENEY NAME R&SEVELQPM&NT AGENGCY OF THE CITY OF SAN BIEGD

PROJECT AREA MAOLINT HOPE

TAX YEAR 28(2008-2007

Reconciiiation Dates:  July 1, 2005 To June 30, 2006

1. Beglaning Balarice, Available Reventes 5579143
Beainstructions)
2. Tax Increment Received - Grogs 1,268,531

Al Tax increment Revenuss, to Include any Tax Increment
passed through to other local taxing agensies.

3. Al other Available Revenues Received 18,438
(See instructions)

4. Revenues from.eny other-sodrce, Included 28,124
in Cotumn E ofthe Reconglliation
Btztement, but notinsiuded in (1-3) above

8. Sunw of Lines 1 through 4 1,825,334

8. Tolal amounis paid against indebtadness 1,118,884
in previous year. (D + E on Reconailiation Staternent)

7. Available Revenues, Bnd of Year (5-6) 808,450

FORWARD THIS AMOUNT TOSTATEMENT GF INDESTEDNESS,
COVER PAGE, LINE 4

NOTES

Tax Incrament Revenues:
The caly amourt(s) to be excluded as Tax crement R’evenue‘a:e.'any‘ammum‘{s passed throughvie other logal taxing
agencies pursuant to Health ang Safety Code Section 33678, Tax Increment Revenue set-aside in the Low and

Moderate Income. Housing Fund will be washed irthe sbove calculation; and thersfar omifted from Available
Havenues as year end,

lizm 4. above:

This represents-any payments from any source otherthan Tax increment OR available revenuss, For lnstance, an
agencyfunds a preject with-a bond Issue: The previess SO! included & Disposition Developmént Agreement {DDA)
which was fully satisfied with these bond proseeds. The DDA would be shown an the Recondiliation Statement
as fully repsid under the “other” colurnn (Gol E), but with funds that wefe reither Tax Incrament, nor “Avaiiable Revenues”
agdefined. The.amounts used to satisfy this DDA wouid be included ‘on line 4-abeve [n drder toaceuratety
detarmingending "Availahie Ravenues”,



REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO

MOUNT HOPE

Page Line
A

1 85,405 Increase in Interest on City Loans

1 8 $44,893  Increase in City Services
1 c $62.987  Increase in Other Administiative Contracts

1 D 113210 Increase SEDC Adminictration
1T E 252,022 Interest Series 1995 Bonds
1 = (845,060}  Rernove Housing Bonds to he oaid from L/M

1 F 122,200 Increase Series 2007 Bonds

1 F {811,0680) Remove Housing Bonds to be paid from LA

1 G (1,079}  Decrease in Sonfracts for Legal Services

1 H 8450  Inecrease in Contracts for Planning and Design
1 | 8,685 incressein Property Management Confracts

L | 21058 Increasein Project Impravement Contracts

2 A (2,200)  Decrease in Bond Sales Expense

Z B 2,285  Increase in Program Management Contracts
2 C 258,223 increase i Low/Mod Housing Set-Aside

Ny
o

8,516 Increasein County Administrative Fees

2 E 05,000  Increase i ERAF Payments Made to State of California

(377,445) WNet lncrease in debt




STATEMENT CFINDEBTEDNESS - CONSOLIDATED , Cover Paga
FILED FORTHE 2006-2007 TAX YEAR

name of Redevelopment Agency REDEVELOPMENT AGENCY OF THE CITY OF SAN BIEGQ
Name of Profest Area BOUTHCREST :
) Lirent.
Baiances Carried Forward From: Total Principalinteres!
Ling | Ouigtanding Debt QU During Tas Yenr

Fisial Period - Totals {From Form A, Page 1 Totais) _ w 1 27,745,387 19,185,093
{Ontionat) . ‘ )
Post Fiscal Period - Totals (From Form B Totals) : o o q
Srand Totals {3y 25,143,387 | 18,163,593
\Avatiahio Revenues L
Fram Calouintion of Available Revenues, Line 7 {4} 1,304,379
Mot Requirément o {5 20,839,008

Consciidate on this o all of the dats contained on Form A and B {including supplemental pades). Fom Als to include all indebtedness
enierad into asof dune 30 of the Fiscal Year. Form'B ray be-filed at the eption of the agency, and is (o include indebtedness entered

into postJine 30 of the Fiscal Yaar, pursuant fo Health and Safely Code Section 33675(c)(2). This is optionai for each agencyand is not a
requirament for filing the Slalement of ihdebtedness. The Reconciliation Statement is to nclude indebtedness from Form A only.

Cerdification-of Chief Finarcial Officer;

" Pursuantto Section 33675 (b) of the Mealth and Safety Code,
1 hereby cerlify that the above is a frue and accUiale Staternent
of |ndebiedness for the above named agency.

enGe Tomanek, Assistant Audiler ang Complioder

Rov. 8/3/34

Attachment No. 2



STATEMENT OF INDEBTEDNESS - FISCAL YEAR INREBTEDNESS Fom A
FILED FOR THE 2008-2007 TAX YEAR Page 1 of 2
Name of Redevalapment Agehisy RELEVELOPMENT AGENDY OF THE CITY OF SAN DIEGO
Narire 6 Froject Afea SOUTHCREST
For Inflebiedness Entered inde as of June a0, 2008
i ) ‘ . Original Data Current
. ] Dinterest Tatal . Totat Principalfinterest
Dl identifination @mﬁ Principat Termm Rate Interest Ouistanding Debl | DueDuring Tax Year
(A) CITY LOAN s mwmaww 8@iii4z] WA B.00% 6,418,458 18,807,764 18,807,764
(B) AGREEMENT WITH CITY 6F SAN DIEGO %MGMM 113,995 NIA NIA 1) 0 0
() CONTRACTS - OTHER ADMINISTRATIVE | DF/0103 . 499548 | A MIA. g 0 ]
(D] SERC ADMINISTRATION 070103 449,543 NIA N/A : ] it} g
N
{E) SERIES 1055 BONDS 08/01/98 3,750,000 25 mwwmﬁ 2,747,330 1,854,000 217,218
{F) SERIES 2000 BONDS 45010 1,860,000 28 Mwm 1,913,352 1,336,008 123,388
(G} CONTHALTS - LEGAL SERVICES 070102 526 hif MEA | o 8,000 E.000
{H) CONTRACTS ~PLANNING AND DESIGN o7ih Oz 59,985 A N m D 27,323 27,323
() CONTRACTS -PROPERTY MANAGEMENT | 0741103 6,504 NiA NiA 1] 300 300
(] CONTRACTS - PROJECT IMPROVEMENTS! 070102 0 0
Bubstolal, This Page 22,143,387 19,183,993
Total Forward Frm AlLOther Pages 0 o
Totals, Fiscal Yot Indehtedness 22,143,387 18,183 6ud

Purpase.of indebledness:

) SOUTHCREST REDEVELOPMENT PROJEST

F) BONDE ISSUED FOR PROJECT AREA

) LEGAL SERVICES FOR PROJECT AREA

(8) CITY OF SAN.DIEGT ADNINISTRATIVE SERVICES _ e
(Cy OTHER ADMINISTRATIVE SERVICES H

LANNING AND DESIGN SERVICES FOR PROJECT AREA

Dy SEDC ADVINISTRATION

PROPERTY MANAGEMENT FOR PROJECT AREA

TOUECT IMPROVEN

(&) ‘wb_(mw SSUEDFOR PROJECT AREA

AENTS FOR PROJECT AREA




STATEMENT OF INDEHTEDNESS - FISCAL YEAR INDEBTEDNESS

Wame of Redevelopment Agency

FILED FOR THE 2006-2007 TAX YEAR

REDEVELOFMENT AGENCY OF THE CITY OF SAN DIEGO

Name-of Project Area

Fat Indebtedness Entered into as of June 30, 2006

SOUTHEREST

Form A
Peaga2 of 2

This Pags

Qriginal Data .. Current ‘

. . Interest Totat Total Principaliinterest

Deb! Idenlification Dsle Principal Temn Rale lnlerest Quilstanding Debl | Dus Durng Tax Year

4) CONTRACTS - PROGRAM MANAGEMENT, | 07/01/03 23,8465 A NIA 0 0

{B) LOW/MOD HOUSING SET-ASIDE G7/01/03 184,464 WiA NIA 0 g

(G} COUNTY ADMINISTRATION FEE O7IG104 89861 WA Biia a )

(D) ERAF PAYMENTS a7161103 . B4BATY NI | MA 8] i
Total

g1 0

Pufpose of indebledngss:

{A) PRODBRAM MANAGEMENT FOR PROJECT AREA

(8) TOWMOD HOUSING.SET ABIDE NET OF COUNTY. ADMIN FEES

(<

COUNTY ADMINISTRATION FEES

(D) STATE ECUCATICNAL REVENUE AUGKENTATION FUND E/.{ﬁmz.ﬂm




RECONCILIATION STATEMENT - CHANGES IN INDEBTEDNESS Paget 62
Mama gl Agency REDEVELGPMENT AGENDY 3 L SAN DIEGO
Warpe of Profect Area SOUTHCREST
Tax Year  2008-2007 2 Dates: July 1,:2005 Te Jude 30, 2008
. 1 ! G el 3 _E
Debt ldenification; . Amounls Paid Against Remaining
SO page ang | Brigf Detraases kuiehigdness, fom: L Batdnte
Priur Yr Gurent Yr Crescription Attac JAttach Explacaiions  Tax Insremaii Other Funds (A+BRCIDNEY
oy i Py 1
Liie A Juine A JCITY LOAN 18,329 597 593,167 5] G 520,000 18,807,764
2] 1 iPg 1 .
Line B jLng B JASREEMENTMITH CITY OF SANDIEGG G 54,830 g 54,630 ji] o
g 1 |Pg 4
Ling C ine G TACTS ~ OTHER ADMIMISTRATIVE 2 75824 0 73,174 - 2750 1]
g i 1
e o o (EEDC ACM i 56,30 i 56301 a g
Fo ¥ lrg 1
L E iLina E 51853 BONDS 2,560,000 512,000 214,632 g 1,964,000
g 1 |Pa 1
Ling Filine F|SERIES 2000 8ONDS 1.715.000 B5650 4 .mam_mmo HHETE 3,888 1,336,008
P 1 {Pg ] :
Une G itine 6 {CONTRAGTS - LEGAL SERVICES 7,000 | g o 7900 8,000
1
A JCONTRACTS - PLANMING AND DESIGHN ER348 12,026 4 4643 8,044
“ .
[ CONTRACTS - PROPERTY MAMAGEMENT 4] 1 G 13759 g Adn
1
4 CONIRACTS - PROJECT MPROVEMENTS 30,103 32,757 g ) 112,560 g
22,670,648 1,818,187 | 855,000 534,968 655 490 22,143,387
1 440,727 0 440,727 @ {0)
575,695 555,490

acky ftem

audinng

ey, Bryas




. mrooznﬁ}% OZ mﬂ»%wimzw CHANGES IN INDEBTEDNESS Page 2-ofp
Manis of Agancy EVELGERENT : CUTY OF SANDIECO
Name of Projetl Area wOCﬂIONmmH
Tax Year J008:2007 July 1, 2605 To Jure 30, 2008
R A 8 “ £ D % E E
Bebl idenlifcation: Ciuistanding Debl Adjustments Agridunts Paic Against Remaining
I, page amnd ns: Biiét Aji Beginning Dacreases Indehtedness, fome Balange
Feins Vr Descriphicn sbladness Altach Explanali Tax Insrément Cther Funds (AxB-C-D-5)
24 2 iPg 2
Hine B iune A |CONTRACTE - PROGRAM MANAGEMENT 1 2,523 4 2,523 0 0
Py z |Pg 2
Une ¢ e B LOWRGD HOUSING SET-ASIDE? Iy 332,226 g dd2.008 i) o
=5 Z iPg 2
e D fme 't |COUNTY ADMINISTRATION FEE i 10,478 [ 10,978 0 o
by 7 P 2
Ling £ ¢kite D ERAE PAYMENTS 0 95,604 {3 55,000 o a
ITOTALTHIS PAGE 0 440787 | 0 440,787 a (o
* Exelndes Lowihied ponion of County Adn




CALCULATION OF AVAILABLE REVENUES

AGENCY NAME  REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO

PROJECT AREA  SOUTHCREST

TAX YEAR Z006-2007

Retonclliation Dates: July 1, 2005 To June 30, 2008

1. Beginning Balance, Available Revenuss $586,281
(See instructions) ‘

2. Tax Increment Received - Gross 1,872 110
All Tax [ncrement Reverues, teinclude any Tax Ingrement
passed through to.other local taxing sgencies.

3. Al other Avallable Revenuss Reosived 21673
{See ingtructions)

4. Revenues from any other sc,urbe_., included 855,490
in Cotunn £ of the Revonciligtion
Staternent, but ot ingiudad in (1-3) abpve

&, Sum of Lines 1 through 4 2,935,584
8. Tote! arpounts paid agsinst ndebiedness 1831188

in previcusyear, (D + E on Reconsiliation Statement)

7. Ausilable Revenues, End of Year (5-5) e
FORWARD THIS AMOUNT TO STATEMENT OF INDEETEDNESS,
COVER PAGE, LINE S

- §1,304379

NOTES

Tax [ncrement Reverdes:

Theronly ampunt(s) to beexcludet as Tax Increment Reveriue aig any amounts passed throughtto other local taxing
agencies pursugnt o Health and Safely Cotle Saction 38576, Tax increment Revenus seb-aside in the Low ard
Moderate Income Housing Fund wili be washed in the above calcuiation, and therefer emitted from Available
Revenues as year end.

tam 4, abpve:

This represerts any payments from any source otherthan Tax increment OR availabis revenues. For instance, an
agency funds a project with a bond issue. The previous SOt included a Disposition Development Agresment (DDA)
which was fully satisfied with these bond precesds. The DA would Heshiown on the Regengliistion Statement
as fully repald under thaother column (Ca! B), b_ut-‘wiﬁh’f_uhd-s‘-tihatwé;'e-n‘e‘jth»_sa,r Tax Increment, nor "Avéiiable Revenues”
as defined, The amounts used'to satisfy fhis DDA would be Inciuded on lirie 4 ahave in order to gccurataly
determine ending "Available Revenues®,



SQUTHCREST PROJECT

Page Ling
1 A
1 B
1 c
1 D
1 E
1 E
1 F
1 F
1 G
i H
1 !

e J
2 A
2 B
2 C
2 D

998,167
54,630
75,024
56,301

130,682

(512,000) .

88,650
(343,000
8,000
12,038

14 gey

CgpEr

2,523
332,226
10,878

85,000

$1,103,924

REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO

Additional Interest

increase in City Services

increase in Othe Administrative Services
Increase in SEDC Administration

Interast oy 1985 Series Bonds

Remove the HTF Bonds Paid fr-orﬁ‘ LI
interest on 2000 Series Bonds

Remove the HTF Bonds Paid from /M
increase in Lagal Contracts

Decrease in Planning and Design Contracis

increase in Property Management Confragts

~Decrease in Project Improverment Contracts

Increase in. Program Management Contracts
increase in Low/Mod Set-Aside
Increase in County Administration Fees

ERAF Payments made to State of California

Net increase in debt.



Sec UT article below.. ..

Unifon-Tribune Publishing Co. Jul 8, 2007
If you are & renter In San Diego, take note,

There's & new agency whose purpose is to deal with complaints of housing discrimination and to
help you resoive any conflict you may have with your landiord, And the help is free.

The group Is the Center for Secial Advocacy, a nonprofit social agency that alse fights housing
discrimination in cities ke Carisbad, & Cajon, Escondido, La Mesa and Lemon Grove.

The group won an annual $88,000 city contract recently, which came as a surprise to many,
since anothar organization had held the contract since 1989,

"Mousing discrimination is stif a blg problem all over the county because it's very subtle and
there are many ways to discriminate,” said Russell Dehnel, the group's executive director.

According to the organization, founded in 1968 under the name Heartland Huiman Redations,
some of the mast frequent complaints about discrimination involve:

* Refusing to rent to minorities.

* Refusing to rent to people with children,

* Refusing to rent to people with assistance degs.

* Not maintaining the property because the tenants are undocumented Immigrants,

- Dehrel said his group documents complaints and forwards them fo the appropriate government -
agencies. It also mediates conflicts between landlords and teranis and recommends pecple to
sttorneys, :

With the money from the contract, the group plans to hire a full- time and a part-time worker
and fo organize presentations to inform tenants of their rights.

"There are many people who are undocumented and who are at risk from discrimination, and
also many people who are legal residents or citizens who are also victims," he sald. "We're here
to help.”

The Center for Social Advocacy is one of the oldest social agencies in the county. Besides fighting
housing discrimination, its goais are to fight paverty, human trafficking and human rights
viotations.

In recent months, the group has assumed a more prominent role in faver of imimigrants, joining
a consortium of local organizations that support comprehensive immigration reform.



Not everyone is happy the contract chenged hands.

"We're still in shock," said Mary Scott Knoll, executive director of the Fair Housing Counci! of San
Diego, the group that lost the contract. "We are the most qualified agency in terms of housing

matters in the entire region,” she said, T intend to appeal the decdision before the Housing
Comimission," the municipal agency in charge of housing matters.

A commission representative said this year had been the first time since 1989 that another
agency competed for the contract, which is given for a maximum of three years and then open
for bidding. '

The government agency evaluated the groups according to four criteria; experience,
transparency in thelr budget, activity programs and collaboration with other cities in the county.

"The Center for Social Advecacy received more points in the four criteria and that's why it got the
contract,” sald Erlka Rooks, the commission's communications managey.

Rooks added that her agency had received the appeal by the Fair Housing Councll of San Diego
and would have a decision In the next few days.

WHERE TO GO FOR HELP

The Center for Socid Advacacy receives complaints of discrimination and passes them on to the
approprizte government agencies at no charge. It also offers mediation to tenants facing
prablems with their landlords, The complainis are made by phone at (619) 444-5700. Operators
speak Spanish. The center's address is 1068 Broadway, £ Cajon.

Cnline: www,cdsa.org.
Credit: STAFF WRITER

Reproduced with permission of the copyright owner. Further reproduction or distribution is
prohibited without permission,

P Abstract
{Document Summary)

"Housing discrimination is stiff a big problem all over the county because it's very subtle and
there are many ways to discriminate," said Russell Dehnel, the group's executive director,

"There are many people who are undocumented and who are at risk from discrimination, and
alsc many paople who are legal residents or citizens who are also victims," he said, "We're here
to help.”

"We're stilf In shock," said Mary Scott Knoll, executive director of the Fair Housing Council of San
Diego, the group that lost the contract, "We are the most qualified agency in terms of housing
matters in the entire region,” she said, "I intend to appeal the decision before the Housing
Commission,” the municipal agency In charge of housing matters,

Reproduced with permission of the copyright owner, Further reproduction or distribution is
prohibited without permission.



